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¢ Net profit up 81% to a record $281 million.
¢ Cash EPS up 66% to 56.6 cents.

¢  Cash ROE up from 10.7% to 16.4%.
s Underlying profit* up 45% to $375 million.

» Interim dividend increased by 4 cents to 30 cents per share, fully franked
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Profit overview

Banking

General Insurance

Wealth Management

Other

Profit before tax and goodwid
Goodwill amartisation

Tax
Met profit

168
161
24

358
{32)
{97)

229

150
72
17

243
(30)

(58)
155

s Banking — Mid-teens increase in profit before tax {previously high single digit increase)

» General Insurance — [TR of 10-13% {(unchanged)

s Wealth Management — 30%+ growth in profit before tax

{previously high single digit increase)

s Group — Percentage growth in underlying™ profit in mid 20s {previously 15%])

*  Profit before tax, amortisation of goodwill, investrment income on General Insurance shareholder funds and cne-cit items

Suncorp-Metway Ltd and consolled ensies

Suncorp-Metway Lid and contolled entities 3



Review of operations

Except where otherwise stated, all figures relats to the half-year endad 31 December 2003, comparatives are for the
haif-year ended 31 December 2002, and life insurance policy owners’ interests are excuded.

Group overview

e Suncorp has reported an 81% increase in net profit to 2 record $281 million for the six monihs 1o Decernber 2003,

s arnings per share on a cash basis, fully diluzed, increased by 6% to a record 56 .6 cents,

s Return on ecuity, on a cash basis, fully diluted, increased to 16.4% for the half year. After goodwll, the ROE was 14.9%,
approaching the group's 15% medicm ierm target.

e Underying profit for the group increased by 45% to $375 million. This figure is profit before tax, goodwill and
investment income on general insurance shareholders funds, and demonstrates ihe sirong operating performance of the
undesiying business,

s The final dividend nas been ncreased by 4 cents to 30 cents per share, representing a dividend payous ratio of 60.4%,
fully diluzed.

s Profits increased substantially across all operating divisions, following strong improvements in profit in the prior June haif,

e The most ssgnificant increase in earnings was seen in Genera! insurance, where pre-tax profits increased by 199% to 3215
million. This was a record half-year result for the general insurance division, driven by favourable caims experience, good
premium growth, the benefits of the GIG integration program and substantialy increased investment incorme.

e nvestrment income on Genera! Insurance shareholder fends improved 1o a profit of 359 millon, from a oss of $17 midlion
iz the prior corresponding period.

s The Insurance Trading Result, which excludes invesiment income on General Insurance sharehiolder funds and is the
ciearest indicator of performance in the underwsitten general insurance business, ingreased to 13.5% of net earned
premium for the six months. This is up from 8.0% at December 2002, and exceeds the previcusly stated expected full
year TR range of 10-13%.

e Banking also delivered record resulss, reporting a sofid 18% increase in profit for the period 10 $177 milliorn, due to strong
lending growth, increased non-interest income, and continued low bad debts.

e Wealth Management profits increased by 112% to 336 million, driven mainly by improved investrment returns.

s income tax expense increased by 112% 1o $123 miflion, mainly due to increased income.

Operating profit atter tax Dividend Underbying profit
Haif-vear, S Haif-vear, cents per share et -year, Sm

HESEAN

281

Dec-G2 Jun(3 Dec03 32 Dec0? Junddd Dec03 Jup=02 0 Dec02 0 Jue3 DecB3
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Review of operations (continued)

GIO integration

The integration of GIO was completed in june 2003, The integration program, calied Transformation, delivered annual
savings and benefits worth a totat of $240 milkon in a full vear.

Due ta the timing of ther implementation, Transformation initiatives fed 1o a $23 million increase in profit before tax in the
six manths to December compared with the prior June half. Compared with the prior December half year, pre-tax profit
was increased by $51 million due to Transformation initiatives,

Financial position

At the end of December, the group had toial assets of $338.0 bilkon, up 15% on the prior Decernber, Liakilities totafied
$34.2 billion, up 16%, leaving equity at $3.8 billion, up 7%.

The group’s capital position remains strong, with capital adeguacy of 10.2% in the bank, an MCR multiple of 1.49 in the
general inseres, and strong capital reserves in the Life Company.

The group’s Adiusted Common Equity {ACE) ratio has increased to 4.52%, from 4.26% at 30 Jone 2003, and is on track to
achieve longer term targets.

The group has annaunced an interim dividend of 30 cents per share, representing & payous ratio of 80.4%, which allaws
sufficient capital to be retained to fund growih,

The Company achieved a credit rating upgrade from Standard & Poor's during the half year to Decernber, in recognition of
the sirengthened $financial position of the company, and now hiolds a fong term rating of AL The increased credit rating will
contribute to a reduction in the cost of funds, and wii enable access to a greater pool of pateniial debt mvestors in global
capital markeis,

OCutlook and progress against financial targets

The groug’s results for the six months fo December exceeded internal targeis for the period and leave the Company an
track to exceed previous expeciations for the full yeas, Full year guidance has thesefore been adjusted,

The Banking profiz before tax increased by 18%, compared with a previous full year forecast of high single digit profit
growth. The outlook for the full year has therefore been revised, and the percentage pre-tax profit increase is expected to
be in the mid-teens.

The Generat Insurance division's insurance trading result was a profit of $145 million, equal to an insurance margin of
13.5%. This exceeds the previous expecied full yvear margin range of 10-13%. However, we continue to believe that
10-13% is the sustainable long term range. Given the strength of the first half resuits, we would expect to report fulf year
results towards the top end of that range, assumeing no further unusual claims evens,

The Wealth Management profiz rase by 112%. The full year forecast has therefore Deen increased. Subject to orderly equity
markets, we expect to achieve an increase in pre-tax profit of more than 309%.

Undeslying profit before tax, amortisation of goodwitl, and investrnent income on General Insurance sharehoider funds was
previously forecast to increase by approximately 15% in the full year, The first ha!f increase was 45%. The full year underlying
profit is nove expected to increase by a percentage in the mic-20s, subject fo no unussal inscrance claims events,

Strategy update

The results for the pericd 1o Decermber dermonstrate the company is making good progress in implementing its Financial
Services Conglomerate strategy, which was outlined to the market in jone last year.

In surnerary, the strategy i ta retain the group’s three main business knes of Banking, General Insurance and Wealth
Management, aperating them as part of an integrated financial services group.

The first step in implementing that strategy is to ensure that each of the underlying businesses is operating at peak
efficiency on & stand-afone basis, and is competitive in their individual market segments, From that strang base, the group
can derive cosi savings and revenue enhancemenis leading to increased competitiveness and finandal returns which are
hetter than competitor companies.

The results for the Decernber haif demonstrate that the first step in the strategy is being achieved, with business line results
showing significant improvements.

These improvernents have been achieved directly as a result of the strategic review, which led to:

A clarification and resiaterment of the group strategy
A streamlining of the group stracture o refocus management on indiiduat business line performance
A review and subsequent strengthening of managerment and staffing levels within business lines

Impiernentation of a range of business initiatives within each of the business lines and acrass the group to drive
improved sales and operating efficiencies
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Review of operations (continued)

Major operational initiatives
Customer Solutions and Customer Service

= The Company is seeking to forther leverage its competitive advantage in customer senvice and satisfaction through
irplementng a number of strategic initiatives. Customer segmentation strategies are being developed on an increasingly
sophisticated nasis allowing targeted value propositions o be established. Detailed internal customer service metrics and
systems are in place and extensive custorner value analysis research i being undertaken,

s A new team has been established within the groups corporate centre, focused purely on driving cross-sell revenues within
the group. This tearm is putting in place a process aimed &t ensunng that cross-sel opporiunities are identified and capivred

routinely across the group.

Pricing Engine

s A new General Insusance “Pricing Engine” for Comprenensive Motar Insurance has been developed and s being
progressively rolled out during 2004, Development of a Pricing Engine for Home Insurance is also well advanced.

= This pricing engine wili calculaie insurance premiums for Personal Lines products with & much greater degree of
sophistication, by allowing & number of individual “perils” to be priced within a premium.

s The new pricing engine will faciitate much more accurate pricing of risk, and thereby better risk selfection 1o maximise
profitabiiity.

Basel If Accord

s The Company has commenced its Base! il Program. Basel il provisions are expected to be finalised in July 2004, with
rmplemeniation expected in 2006, The Accord has beer mapped to the Company's current organisational siruciure and six
key streams of work have been wentified. The current focus of this work is 1o define and develop the initiatives that will be
required to meet Basel § objectives. i is expected that this work wil: be compiete by the end of the 3rd guarter 2003404,
with an implementation phase to follow.

Economic Capital Froject

= The Company 15 enhancng its portfolic management and capital efficiency processes through the development of an
economic capital aliocation and value measurement system. Through the economic capital model the Company wiil be able
10 priotitise 15 resource nvestment across products, disisbuiion channels and customer segments with performance
measured on & consisient risk-adjusted Dasis,

Distribution network and expansion outside Queensland

= The {Company now has a total of 250 Retait and Business Banking outiet branches, including 142 retall branches,
57 business branches and 51 agencies. Outside of Queensland, the Company has 38 refail branches and 37 agencies.

= Three new branches were opened during the six menths 1o Decemnier, inciuding the group’s first branches in Perth and
Adelaide. Four new branch apenings are planned before fune 2004,

s 37% of lending assets are now outside of Queensiand, and 54% of General insurance net earned premium is sourced
outside Queensiand.

= The group's interstate expansion sirategy is focused on driving profizable grawth to imprave dwversification both
geographically and in ferms of business lines,

s in General Insurance, the acquisition of GIO has enabled the group to gain economies of scale and & widely diversified
msurance porifolio.

= in Banking, the Companys interstate expansion strategy is to use third party introducers to generate new business, then to
follove with branch infrastructure when the husiness hase attains sufficient size to warrant the investment,

* o Wealth Managemens, the strategy is to leverage off the Banking and General Insurance customer bases to target
attractive cusiomer segmenis in interstate markeis.

Half-Year Ended Yarianoe

D03 bane02  Decd2  bun-02 Dee-0%
s Dhee-2

Y $en S Lm %

Contribution to profit by division for
the half-year ended 31 December 2003

Excluding Life Insurance Policy Owners' interests

Banking

Met interest incame 297 295 273

Mon-interest income 85 70 £5

Uperating expenses (181 {189) {172}
gad debis {23 {26 26}
Contribution before tax 168 150 148
General insurance

Net earned premium 1,009 1,003 971

(785) {866} (6B
(211} (2223 (234}

Met incurred Clasms
Operating expenses ¥

Investrent INCoMe &N NsUiance provisions 114 165 73

Insurance trading result 129 B0 EE

Manzaged schemeas net :ncome i 14 {2}
Joint venture incorne 5 4 5

Irvestrent income on sharehoider funds 25 7 3

Profit on sate of property 14 - -
Contribution before tax and GIO funding 171 31 77

Subordinated debt expense - GIO acquisition: funding {10 (o (o
Contribution before fax 161 72 67

Wealth Management

Cenirbution from Life Company 19 13 17

Contripution from: funds management 5 4 5

Contribution before fax 24 17 22

Other &

Contribution before tax 5 4 4
Total operating profit before tax and amortisation

of goodwill 358 243 233

Amortisation of goodwill {323 303 (307
Income ax 87 ety 46}
Total operating profit after income tax and

amaortisation of goodwill 229 155 157

Underlying profit @ 323 259 230

Motes:

o Non-interest income is comprised of net banking fee income, net profits on trading and investment securities, net prafits
an derivative and other financial instrurments and income on profit share loans,

“ Net of certain staiutory fees and charges *grossed-up” in income and expenses in the Consclidated Financiai Report.
Other is primarily made up of the results of the praperty management activities of L Hooker,
Underiying profit s comprised of operating profit nefore tax, amortisation of goodwil, investment income on general
msurance sharehaoider funds and one-off items.

Refer to Appendix 1 for an alternative presentation of the statement of operating profis,

Suncorp-Metway Ltd and consolled ensies
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Half-Year Ended

Decb2  Jun-02
Lm im

Statement of assets and Habilities
Excluding Life Insurance Policy Owners’ Interests
Assets
Cash and liguid asseis B25 1,134
Receivanies due from other finandcial institutions 17 57
Trading securities 2,057 1,488
Investrnent securities 4715 4,434
Investrents in assodiates 83 86
Loans, advances and other receivables 23,142 22,518
Property, plant and equipment 23% 206
Unlisted investrent in life insurance siatuiory fonds 152 136
Deferrad tax assets 1451 190
Intanginie assets 1.07% 1,089
Other financial asseis ™ 548 580
Total assets 32992 32,318
Liabilities
Deposits and short term borrowings 25,143 1BET
Payzbles due to other finandial institutions 16 70
Payables [ETatiA 801
Current tax Handities 46 36
Provisions 102 326
Deferred tax liabilites 124 171
Ouistanding claims and unearned premium Drovisions 4813 4,551
Bonds, notes and fong term borrowings 2773 3,052
Subordinaied notes 753 802
Total Habilities 29.4%6 718,966
Net assets 3,536 3,362
Equity
Contributed equity - ordinary shares 2,558 2,533
Contributed equity — preference shares 246 244
Reserves 22 22
Retained profits 703 557
Totat parent entity interest 3,530 3,356
Ouiside equity interests & &
Total eqguity 3,536 3,362
Motas:

it

DOsiTEoNS,

Uther financiad assets is mainly made up of accrued interest, prepayments and cnrealised gains on derivative hedging

Suncorp-Metway Ltd and consolled ensies

k03 Dec02  Jun-Od
Rotios and statistics
Exciuding Life Insurance Policy Owners' interests
Financial position
Investment and interest earning assets 31,455 20106 28,020
Total assets 35,434 32,892 32328
Capital
Bank capital adequacy ratic {%%) 107 0.0 10.6
Bank adjusted common equity {%e) 436 3.9%9 393
General Insurance minimum capital ratio {%) 1464 156.0 140.4
Shareholder summary
Dividend per ordinary share 30.0 6.0 29.0
Dividend per preference share 315 3.0 315
Payout ratia
Basic {%e) 730 943.5 1009
Diluted {%] 733 946 103.0
Weighted average number of shares
Basic 5294 526.6 5246
Biluted 529.9 537.3 R25.8
Number of shares at end of period
Basic 5308 527.5 5253
Biluted 536.2 533.2 5319
Net tangible asset backing per share
Basic 4.44 420 383
Diluted 4.8 467 434
Performance ratios
Earnings per share
Basic 419 7.5 283
Diluted 41 8 7.5 287
Cash earnings per share
Basic a7 .8 34.2 335
Diluted 478 342 338
feturn on average shareholders’ eguity
Basic £ 13.4 a1 5.7
Biluted £ 12.8 8.8 9.3
Cash return on average shareholders’ equity
Basic 153 1.2 1.6
Diluted 14.5 10.7 1.0
feturn on average total assets 1.35 .94 0.59
feturn on average investment and
interest earning assets 1.53 1.08 1.15
insurance trading ratio 12.8 3.0 7.7
Productivity
Group efficiency ratic 23.4 4.4 27.0

Reter Appendix 2 for definitions.

Refer Appendix 3 for detaits of Earnings per share and Return on average shareholders” equity calcclations.
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Contribution to profit

Segment information -« Banking

Overview

Tre Banking division has reporied a record pre-tax profit of $177 million for the haif year 1o Decernber, up 18% on the
$150 million profit for the prior corresponding period.

Return on eguizy was 19.3%, down slightly on the 19.8% recorded at Decemier 2002, but an increase on the 17.8% ROE
at June 2003,

The profit improvernent was driven by continued steady growth in net interest income and fee revenues and stable bad
debt expense.

At Decernier 2003, total lending, incieding securitised assets, was $27.7 billion, which was up 16% compared with the
prior December, This growth rate exceeds sysiem rates of growth for the period, which were 15.5% according to figures
from the Reserve Bank of Australia.

Business lending growth was particuiarly strong, increasing by 24% 10 $11.3 billion, compared with 7. 8% for the industry.
Housing lending growih was heaithy at 13%, although slightly below system growth rates. Suncorp’s home fending has
irproved following a series of operational changes.

Net interest margin and spread were down compared with December 2002, but despite rediuiced margins, increased
lending drove an 8% increase i net interest income to $317 milion for the half year,

Mon-interest income rose 29% to $50 mallion, driven by higher securitisation fees, increases in establishment fee income
due 1o higher fending activity, and improved fee collection disciplines.

Barking expenses increased 9% to $206 million, due fo redundancy costs, increased promotiona! and advertising spending,
and the expenses assodizted with the launch of the new Clear Options credit card. However, this was offset by revenue
growth, so the cost to income ratio for the period to December reduced to 50.6%, from 51.8% at the prior December.
The cost to incorme ratio remains competitive with maior bank peers, and wedl below most regional hank competitors.
Asset gqualty remains very sound, with the bad debt charge of $24 million comparing with 328 milion at the prior
December, and $23 million at June. Impaired assets fell by 47% to $78 milion, equivalent to just 0.30% of gross loans,
advances and other receivables.

Capital adequacy was at 10.2% at December 2003, which is within the group’s target range of 10-10.5%, but down from
10.79% at June 2003 This was due to strong growth in risk weighted assets, which increased by 16.7% to $18.6 hiffion.
The adjusted common equity ratio increased to 4.52%, and is expected to reach approximately 5% hy the end of the
current financial year.

Fotal banking income Cost to intome ratio

Hait-year, $m Half-yeas, $m Mai-year, %

177

s (X%
5.9 L1 8

Dec-G2 Jun(3 Dec03 32 Dec0? Junddd Dec03 Jup=02 0 Dec02 0 Jue3 DecB3

Half-Yesr Ended Yarianoe

Deg-03 bune-83 Dec02  Jun-02 Dbee-03

_ vs Dec-02
Lens Sm fm %

Profit contribution - Banking

MNet interast income
Interest revenue
[nterest expense

Net banking fee incoma
Banking fee and commission revenue
Banking fee and commission expense

Cther operating revenue

Net profits on trading and investment securities

Net profits on derivative and other financial instruments
Other income

MNon-interest income
Total income from ordinary banking activities

Operating expenses

Staif expenses

Gecupancy expenses

Computer and deprecation expenses
Communication expenses
Advertising and promotion expenses
Uther operating expenses

Contribution to profit from banking activities
pefore bad and doubtfui debts

8ad and doubtful debis expense

Contribution to profit before tax from
banking activities

Motes:

255 829 748
(558) (534} (478
797 295 273
105 497 87
{28) 32 (24
79 65 53

- - E

- 3 2

& 2 4

& 5 7
85 70 65
382 365 738

ERRN {106} {100}

{10y (o (10}
24) {26 (23}
a7 {15} (4

{8) {10} {9}
{20) 20 (16}

(1413 {185} {172}

191 176 166
{23) 26 (26}
168 150 148

(Other operating expenses is primarily made up of financial, legal, motor vehicle and ravel and accommadation expenses.

10
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Varianoe

Ereg-03 03 Dec0? bun-02 D03

_ vs Brec-02
Sm Gint Srre Lre %

Assets and Habilities - Banking

Asseis

Cash and liguid asseis A48 4473 Hed

Receivables due from other Hinandal nstizctions i85 17 57

Trading securities 3,174 2,087 1,498

Investrnent securities 2067 2,068 2,067

Loans, advances and other receivables 23,885 22808 22,417

Property, plant and equipment 15 224 178

Deterred tax assets 100 83 93

Intanginie assets 23 23 5

Other financial asseis 82 276 314

Total assets 30,062 27,997 7,313

Liabilities

Deposits and short term borrowings 220086 25,87 18,8349

Payables due to other financial institutions 26 16 38

Payables 1,055 286 331

Current tax liabilities 75 36 &7

Provisions 87 52 210

Deferred tax liabilites 5h 53 78

Bonds, notes and fong term borrowings 2,710 2773 3,052

Subordinated notes 815 TR 802

Total Habilities 26,839 24 844 24,315

Neat assets 3,223 3,153 2,998

Motes:

Other financiat assets is mainly made up of accrued interest, prepayments and unrealised gains on derivative

DOsiTEoNS,

hedging

Half-Year Ended

Dree-03 03 Deci2 Jun-(2
% Yo % Y

Banking statistics
Cost to income ratio 50.0 51.8 50.Y
Cost to average total banking asseis ratio 1.34 1.38 1.34
Capital adequacy ratio 10.7 106 10.6
Retirn on average risk weighted assets ratic 1.43 1.36 1.43
Mei interest margin 2.28 2.37 2.33
Mei nterest spread .07 2.14 2.13
Mon-interest income as a percentage of average assets .60 0.53 0.51
Mon-interest income as a percentage of total income i2.3 192 19.2
Return on banking equity 7.8 19.8 19.5

Refer Appendix 2 for definitions,

Yarianice
g3 b2 Dec0Z lun-O2 Dee-3
_ Vs Dec-02
Lo Leny Srn Sim %
Agset growth
Housing ioans 14,547 13724 13,303
Consamer receivables ATT 504 514
Retail loans 15,024 14,228 13,817
Commaercial ioans 2,068 1,843 1,892
Development finance 1,475 1,293 1,156
Properzy investment 2,523 2,263 2,214
iease finance 1,774 1675 1,591
Agribusiness 2,075 1,991 1,945
AMP properiy acouisition - - -
Business loans 9815 5,065 8,503
Structured #inance 18 18 25
Other receivables 102 93 131
Total lending 2E059 23404 12,566
Pravisior: for impairment (120 {114} (1243
24,938 23,290 32,442
Intragroup receivabies 397 605 500
Total loans, advances and other receivables
induding securitised balances 25,335 23895 22,942
tess: Secoriiised ioan balances (housing) (1,650) (1,087 (525}
Loans, advances and other receivables 23,685 22,808 22417
Gross banking loans, advances and other receivables 23,409 22,317 22,041
Risk weighied assets ($m) 16,829 15960 15,850
Geographical breakdows -~ total lending
CGuieensland 16,146 15,683 15,530
MNew South Wales 4,702 4 054 3,474
Vicioria 3,503 3,140 2,977
Witestern Ausiralia and Souih Austraka BES 517 585
Totat lending 25659 23,404 22,566
Motes:
(Other receivables s primarily made up of trade finance and foreign exchange advances.
Hall-Year Ended Yariatice
Dhee-03 bune-02 DecdZ  lun-02 Dec-i3
vs Dheg-(b2
$rn Sm $em %
Disbursements
By segment
Housing 2,574 2,308 2,118
Consamer 75 g7 129
Buisiness 3,089 2.87% 2,752
Total 5741 5,280 4,959
Geographical breakdown
CGusensland 3,198 3,096 3,008
Mew Souih Wales 1,370 1,213 957
Vicioria 981 767 BEZ
Witestern Ausisalia and Souih Austraka 149z 204 175
Total 5741 5,280 4,959

Suncorp-Metway Ltd and consolled ensies
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Asset growth (continued)

Total lending

Totat lending, inciuding securitised assets, rose by 16% to $27.7 billion over the 12 manths to December, compared with overall
industry credit growth of 15.5%, according to siatistics from the Reserve Bank of Australia. {The REA statistics are not directiy
comparable 10 the Suncorp numbers because of differences in the treatment of securitised assets, which may oversiate system
growth rates.}

Lending was selid across the Suncorp portfolio, refiecting current fow interest rates, strong economic fondamentals and
particularly buoyant property markets during the six maonths to December.

Asset growth was strongest in Business Banking, which grew lending by 24% 1o $11.3 pillion, driven oy excellent
performances i property finance and commercia lending. Growth was boosied by the acquisition of the 3234 million AMP
Property Finance Ioan portfolio in July. Acguired a3 book value, the portfolio was predominantly domiciled in MSW and
accounted for 85% of the assets,

Home lending was more subdued, but still generated solid growth, increasing by 13% to $15.5 billion. Ltow risk housing 1oans
continue 1o make up the dominant part of the portfolio, representing 57% of assets, and the group has mirimal expaosure 1o
high risk corporate or consumer lending,

Lending growth was strorg in MSW, where total assets rose by 47% 1o $5.97 nillion, assisied by the AMP porticlio acguisition.
Sigrificant growth also was recorded in Western Ausiralia and South Austrafia, where assets increased by 70% ta 3876 milion
due to new lending initiatives. Retall branches have now been opened i Perth and Adelaide io service the growing customer
base in those states. Queensland assets grew by 10% to $17.2 bilion, up from 4% growth in the 12 months to june 2003,
due to new lending inttiatves. The overall geographical diversity of the portfolio continues to imprave, with lending outside
Queenslznd now accounting for 37% of asseis, compared with 33% ai December 2002,

Disporsements, of new lending during ihe six manths to December 2003, was $7.75 nidlion, up 47 % on fending during the
prias corresponding periad. Dishurssement growth was strongest in NSW, increasing by 9% to $2 bilkon, and in Queensland,
where the increase was 45%. Strong disbursements are being partly offset by high levels of run off, due to low interest rates,

Housing lending

Housing fending grew by 13% in the 12 months to December,

This was slightly below system growth due primarily to siower lending in the GQueensland market, where assets rose by 9% to
$10.3 bitien, compared with 22% growth outside Gueensland.

Suncorp's relatively slower Queensland growih rate has been caused partly by the group's business mix. The Company has not
tracktionally had farge exposures to invesiment housing ending, which has been growing strongly. Conversely, Suncorp has had
a sirong share of first home ocwner Desiness, which has slowed in the past 12 months.

Suncorp’s relatively fow exposiire 1o the fast growing broker disiibution network aiso affected refative growih rates. Receivables
via the intermediary network account for just 12% of total Queensiand assets, with the bulk of sales via the proprietary network
of nranches and call centres. However, intermediaries are the primary acquisition channe! in states ovtside of Queensland,
whese receivaiies through that channel constituie 7% of assets.

The following remedial steps were taken over the past 12 months aimed at impraving home lending performance, particularly in
the Queensland market:

1) Distribution restructure

& new distribution structure was introduced which involved the creation of regional teams of dedicated home lending
specizlisis. A nurmber of assodiated changes were made 1o processes io make ihe sales force more effective. These included
increased authority in the front-kne; increased usage of automated morigage origination tools and improved programs for
the development of sales-force skilis. New sales tools also were introduced 1o heip siaff sell higher margin product, while
maintaining a focus on meeting cusiomer needs.

2} Improved broker distribution
We have focused on improving our representation in the broker market through a variety of activities including:
¢ Refocusing business development managers on buliding new husiness, rather than adminisirative tasks.
¢ Deveioping news and deeper relationships with dominant brokers,
o Improving back end processes o drive better broker senvice.
¢« Development of specific value propositions for the braker channel.

The comizned impact of these various initiatives has seen Broker sales in Queensland increase by 77% compared with
December 52 half and 34% nationally,

Asset growth {continued)

3] Operational efficiency
A number of initiatives were designed o improve cur customer experience by making it easy and desirable for our
ustomers to stay and grow with Suncorp. These proiects were aimed at simplfying and streaméining the loan variation
process $or both our custarmers and our staff, Previously, many loan variation processes involved completing & full loan
application and credit assessment. This added complexity and turm-around times to the customer experience.

Re-engineered processes and fee siruciures have been implemented, dramatically reducing administration and processing

#me and adding vaize 10 the customer experience,

s The turn-aracnd times for existing customers to vary their existing facility have falen by more than 959% for some loan
varation processes, For our split loan varation process, wurn-around times have fallen from more than 22 days to less
than 1 day.

e For new borowers, the turn-around time for the loan arigination process has fallen by more than 35% in the front
office and 85% in the back office. This egquates to a saving of 6 days in the front office and approdmately 7 days in the
back office. These improvernents, as a result of re-engineered processes have greatly enhanced the customer experience.

41 Mix managemant

Praduct mix and margin management has been addressed through strategic pricing decisions and tactical offers,

e The proportion of lower yielding intreductory rate products within total new business has falien by 50% in the
six menths from June to December 2003,

s A multi-business line cross-sell program has been introduced, in conjunction with a discrete pricing offer to drive
favourable portfolio mix inte kigher yielding products, The product range offered via the broker channe! also was
reviewed and made more competitive in driving favourable porifolio mix. The strateqic programs have been targeted
at the intermediary business channel. The continued direct mail campaigns, which have earned indusiry awards,
have been izrgeted at discrete high value cusiomer segmenis,

5] Retention initiatives

initiatives to address the critica! factors impaciing customer fetention have been implemented. These initiatives have been

aimed at improving customer experience.

This activity has included:

s Contacting every cussomes &t risk of leaving, and conducting exit interviews with ieaving customers 1o identify deficencies.

s Value propositions in place for customer interfacing siaff to utdlise where required o retain cusiomers,

»  Simplified loan variation process for key identitied transactions, such as split lcans and substitute securiies. Difficulties
in endertaking these variations have previously been a cause of attrition.

These inigatives have produced rapid improvements in lending performance:

s In the six months from june to December 2003, home lending assets greww by an annualised 14%, compared with 5%
in the corresponding pericd = 2002,

s Disbursements increased by 35% to $3.1 bilion in the six months to Becember, compared with 21% growth in the
six months 1o June.

e In Queensland, i the six months io Decermnber, receivables grew by $427 million, compared with $69 milicn in the
six months to December 2002 — an increase of 521%.

Home lending Home lending dishursements
Haif-year, $m Haif-vear, S
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Asset growth {continued)

Consumer lending

Consurer lending, made up principally of persona! loans and credit card receivables, remains a small part of the portiolio at
$485 mittion. During the six months to December, the Company faunched its new Clear Opiions credit card in response to
customer demand, and to Bl aut the group's prodact range. Initial response to the card has been favourable,

Business lending

Business lending grew strongly doring the 12 monihs 1o Decernber, increasing by 24% 1o $11.3 billion, compared with syster
growth of 7.8%. This excellent growih rate was in line with our plans and in accordance with the strategy outlned to the
market in June last year,

As noted above, asset growth was assisted by the acquisition of the $234 million AMP property finance portfolic in july.
The amortised batance of the portiolic was $205 milkon at December 2003,

Development finance. Strongest lending growth was in the development finance portfolio, which is comprised mainly of
residential apartment developments in suburban metropelitan areas. Buoyed by rising property vaiues and continued
construction activity, this portiolio increased by 489% to 51.9 billion {(excluding the AMP assets acguired). Growth rates in this
portfolio can fluctuate due to the relatively larger size of loans, and the rapid turnover in the partfalic.

Recent interest rate increases have siowed activity in the development finance sector, although absaolute rates remain

refatively low. While the pace of asset growih is expected to slow in the current half, Suncorp retains a strong project pipeline.
We continue to monitor the market closely to ensure high credit guality and strong secerity values with a significant proportion
of debt coverage by pre-sales. We are not seeing any significant default by purchasers settling on pre-sales. Rising huilding costs
and avaitabilty of rescurces have presented problems for a small number of clients, but developers generally enjoy conservative

balance sheets following the exceptional growth of the past three years. Margins also remain strong.

Property investment, which includes asses such as shopping centres, warehouses and commercial premises, and excludes
construction projects, also grew strongly in ine with rising property values, The portfolio grew by 20% to $2.7 pillion and
continues to be of high quality assets, anderpinned by sirong ecanomic growth and robust retail sales, yields for investors
remain attractive,

Commercial lending, which is ma:nly made up of lending to small to medium sized enterprises, increased by 36% to

$2.5 kilton. This strong growth was due to increases in husiness volumes foflowing appointment of business managers across
the eastern siates in prior periods. Marketing investment also was increased to raise the profile of the Business Banking
operations. Growth has been achieved without sacrificing credit quality or margins. instead, it has been driven Dy sirong service
propositions and a focus on relationship development with higher quality clients. Interstate growth also has been sisong, off a
smadl base, with increased distripetion capabilities being developed ihroegh intermediary channels,

Agribusinass lending increased by 6% to $2.1 billion dusing the 12 months to Decemhber, which is 2 soiid performance given
prolonged droughi conditions infarge parts of the country. Recent widespread rainfall and fiooding has given rise to renewed
cpimism in some regions, although significant areas continee 1o suffer water shortages. The rising Austratian dellar also has
caused prices to come under pressure. Newv agribusiness branches were established in Richmend during the half, and in
Longreach during January. The Sugar Industry continues 1o be affected by fower world prices, glabal oversupply and the
dramatic appreciation of the Australian doflar against the US doliar, While the short term prospects for the indusity are not
good, Austrafia continues to be one of the most efficient low cost producers of high quality sugar.

Suncorp s working with ather industry stakeholders to ensure cus management of the portiolio is based on the most accurate
and current information available both here in Australiz and amongst the major segar producers and ConsUMers overseas.
Suncorp congnues to reviews its portfolio with regard to indivedual custormer viability and regional vaiuation bases.

teasing assets rose by 9% to $1.8 bilkon, driven by steady growth i sales of mator cars and trucks, which make up the bulk of
the porifolia.

Securitisgtion of loans

Ouistanding securitised assets totafled $1.77 bilicn a2t the end of December 2003, up from $1.65 bilion at June 2003, A $600
milkon securitisation issue was completed in September 2003, Further secusitisations are planned for the current half and wili
continue 1o provide & socrce of funds for the group.

The impact of the securitisation program was 1o reduce net interest income by $4.7 million, compared with the prior December,
and increase fee income by $1.4 million,

Yarianoe
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Funding and deposits

Deposits and short term horrowings
Unsecured
Call deposits
Term deposits

6,568 5,456 5,960
5,332 5,420 5,166
4,517 4,317 4,286
2,832 2,155 1,375
2,367 2,515 2,052
22,016 20,87 18,835

Short term securities issued
Euro commercial paper
Long term securities issued matusing within 12 menths

Total deposits and short term borrowings

Bonds, notes and long term horrowings
Secured
Long term securities isseed, matwred and unciaimed or
maturing within 12 menths

Unsecured

Long ferm securities issued:
Doimestic

Offshiore

1,042 1,015 1,081
1,668 1,757 2,873
2,710 2,772 3,952
2,711 2,773 3,952
24,727 23,644 22,791

Total bonds, notes and long term borrowings

Total funding

fepresented by:
Per managemert definitions

Retall 13,105 12,614 11,719

Wholesale 11,622 11,030 11,072
Total 24,727 23,644 22,791
Per APRA definitions

Retall 11,344 10,965 10,047

Whelesale 13,383 12,675 12,744
Total 24,727 23,644 22,791

Retail funding

Retad! funding increased by 5.7% 1o $13.3 billion, however, these numbers were affected by a reclassification of retail treasury
deposits as wholesale, On an underlying basis, using APRA classifications, retadl deposits grew by 13 7%, with above market
orawth in Transaction, Term and other depasit accounts.

Access deposits which includes Personal Transaction and Savings accounis and small business deposits grew 12.4% for the half.
This was driven Dy a significant improvernent in new account volumes following the faunch of our Everyday Opiions account
which provides customers @ core transaction account and sub accounts for savings of money managemeni. Weekly new
account volumes increased by over 150% and closure rates aiso reduced.

This was also supported by strong focus by our Small Business and Business Banking sta¥f in cross-selling deposit accounis to
new lending customers,

Investrment deposits including Term deposits and Cash Management accoents grew 11% for the half driven by strong growih in
our Term deposit base with balances greater than $100,000.

Suncorp adopted a new approach fo Term deposits impraving some internal processes to ensere front Ene staff coudd be mare
fesponsive 10 customers. In addition a more targeted pricing and marketing strategy focussing on local gecgraphies has been
very successéul. This was particelary the case in many of our non-Gueensland offices where we are exiending banking products
to our GIO insurance Dase.
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Funding and deposits {continued)

Wholesale

Funding via Euro Commercial Paper (ECP) grew by 50% to $3.2 billion. The ECP program now forms 2 more substantial part of
our funding program and our ability to access this market has been considerably enhanced with S&P's decision to upgrade
Suncorg's crediz rating 10 "A" In December.

Suncorp undertook a seccesstul Euro 500 million 5 vear floating rate note issue — equivalent to ASB50 mition, which is the
longest dated and largest singie issue undertaken by Suncorp o the Euro market. The objectives for this transaction were o
provide additional invesior diversitication znd to lengthen the weighted average term of the Balance Sheet. Overall the level of
long term securizies on issue grew 3615 miflion to $5.7 billion during the six months to December with private placements
supplemerting the large benchmark transaction mentioned earer, As part of seeking continued investor diversification, our first
Canadian dolar private placement was completed in December,

One major mortgage securiisation ssue (APCLLG 5 was successfully undertzken in the domestic market in September,

Our intention s to complete one domestic and one offshore securitisation issue each year, subject to Balznce Sheet growih and
market conditions. In March of 2004, Apollo Series 2004-1E (APOLLO 8) is planned to be issued in the EUR/AJSD market thus
continuing the stategy of broadening opportunities and seeking further offshore investor diversification.

Net interest income

Met interest income rose by 8% to $317 milion during the half vear, with increased lending volumes the main driver for the
increase. Securitisations in the period also reduced net interest income by $2.8 millkon. Compared with june, net interest
margins eased by 4 hasis poinis to 2.24% and spread reduced by 5 Dasis poinis to 2.02%. Margin was affected by 2 mix of
business, movernents in the yieid curve and lengthened funding profile. The decline in margins was mainly felt in the first
quarter, however, increases in official interest rates led to a recovery in margins towards the end of the ha!f yvear, and is
expected 1o lead to an easing = downward pressure i the current half year,

Bank fee income

Net bank fee income rose by 29% to $84 mitlion compared 1o the previous December, Doosted by increased establishment fee
revenue and ongoing transaction fee income. The impravement is coupled with growih in fending activity and tighter fee
collection procedures. Securitisation income also increased from $8.6 miillion 1o $10.0 million. (1 is important to note that Bank
fee income as reporied here does not inclede General insurance and Wealth Management fees, which are reported separately
within the group resulis.)

Uperating expenses

Operating expenses increased by 9% 1o $206 miflion, as foreshadowed at the last full year results. The increase was largely
atiributable to higher staff costs arising out of the group restrucioring, which gave rise to redundancy costs of $4 milion, and &
new credit card, which was itroduced during the pericd, leading o a $3 midlion increase in costs. The cost to income ratio was
at 50.6% for the half year, up marginally from 50.0% at june, but well below the 51 8% ratio at December 2002, The cast ta
income ratio continues to be better than regional bank peers and in lne with our major bank competitors.

et ierest income Fes intome
Half-vear, Sm Half-vear, Sm

Jure {32 Sec-GZo Jundii o Dec03 Jure {32 e Jundii o Dec03

Bad and doubtful debts

The charge for bad and doubtfu? debts was $24 million for the half vear, down slightly on the $26 million charge for the prior
Decerrher half. The bad debt expense inciuded a $10 millian increase in the general provision.

Half-Yesr Ended Yarianoe

Dhec-03 Surne-83  Dec02  Jun-02 Dec-03
_ _ vy a2

Sire Lrrs Sim Sin %

Charge for bad and doubtful debts

General provision for impairment & 5
specitic pravision for impairment B 15 12
Bad debis written off 1 14 12
Bad debis recovered 2 (4 {3}

23 26 26

&3 a proportion of average loans, advances and other receivables, the had debt charge amounts to just 10 hasis points for the
nalf year, deronstrating the high credit guatity of the porifolio.

A stated earlier, approximately 57 % of total lending is made up of low risk housing loans, and the porifolio has very law
exposure to large corporate fending or unsecured consumer finance. The bulk of lending, including bousing, property
development, property investment, agribusiness and commescial lending is secured iy land and buildings at conservative
valuazions.

Impaired assets

Credit qualizy remains very sound, with gross impaired assets reducing by 47% to $78 million, equivalent to just 0.30%

af gross loans, advances and other receivabies, The reduction was mainly due to reinsiatement of $56 million in previously
impaired loans as performing assets, as clients warked thes way through short-term difficulties and restructured barrowing
arangements. Interest reserved decreased impaired assets by $10 million, leaving net impaired assets down 59% at

548 million.

The overall law level of impaired asseis reflects the sirong economic conditions and benign credit environment.

Ot the $78 mitlion in bnpaized assets, $46 million is in the agribusiness sector, refiecting the impact of drought and the rising
Australian dollar. However, the figure has fallen from 376 million at Decernber 2002 due to impraved circumstances in some
reqional areas, Agribusiness specific provisions have increased from $7 million to $13 million in the half,

Past 90 day due assets also reduced, falling 439% to §55 million, leaving total non-performing loans at $133 miflion, equal 1o
wist 0.52% of gross loans, advances and other receivabies,

npalred assets Bad and doubtiul debts
Haif-year, $m Haif-vear $m

G2 Dec0Z 0 Jun33 Dec-d3 G2 Dec0Z 0 Jun33 Dec-d3
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Half-Year Ended

Lree-03 03 Dol bun-(2
Ly $in Son Sen
Impaired assets (continued)
Gross balances of non-accrual foans
with specific provisions set aside 51 45 76
without specitic pravisions set aside 65 103 50
Giross #mpaired assets L 146 126
Irterest reserved 113 {13} 116)
Met balances 103 133 110
Specific provision for impairment a7 {16} (27
Net impaired assets 36 117 33
Details of size of gross impaired assets
Less than one milion 3% 48 40
Greater than one mittion but fess than ten million 78 58 58
Greater than ten mition - - 28
114 146 126
Past due loans not shown as impaired assets
Irmpaired assets do not include loans acoruing interest
which are i arrears %0 days or more where the loans are
weli secored. Interest revenue coninues 1o be recognised
in the Staternens of Operating Profit.
The value of past due foans is 71 =l 104
Interest income forgone on impaired asseis
Met interest charged but not recognised as revengze in the
staternent of operating profit during the half-year was 5 7 7
Interest income on impaired assets recognised in
the Statement of Operating Profit
Met interest charged and recognised as revente in the
staternent of operating profit during the haif-year was 4 3 4
Analysis of movements in impaired assets
Balance at the beginning of the half-year 146 126 162
Recognition of new impaired assets and increases in
previously recognised impaired assets 32 54 18
Impaired assets written off during the haif-year 7 (26} {49
Irmpaired assets which have been resiated as
performing asseis {55 (13} (45)
Baiance at the end of the haif-year 114 146 126
Y % %
Giross #mpaired assets as a percentage of gross foans,
advances and other receivables .50 065 057
Gross non-performing leans as a percentage of
gross loans, advances and other recevables .80 1.08 104

Varianoe
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Impaired assets {continued)

Industry breakdown of impaired assets, specific provisions and write-oifs as at 37 December 2003 are as follows:

Fotak

Lending

Gemy

bmpatrad
Assets Provision

Lm

Spedific

Gt

Wirite.
offs
L

Agribusiness

Construction and development
Financial services

Hospitality

Manufaciuring

Professionat services

Praperty investment

Heal estate mortgage

Personal

Government and public authorities
Uther commerciad and indiustrial

Industry breakdown of impaired assets, specific provisions and write-oits as at 30 June 2003 are as follaws:

Total Impatred Specific Writa-

Lending Assets Provision offs

Gem Sra $m Sra

Agribusiness 1,821 B 7 i
Construction and development 1,847 7 1 -
Financial services 156 - - -
Hospiality 643 14 1 }
Manufaciuring 379 3 2 i
Professionat services 543 2 1 }
Properzy investment 2,677 13 3 }
Heal estate mortgage 15,628 } 1 -
Personal ATT - - -
Government and public authorities 2 - - -
Other commerciai and industrial 1,286 16 1 i
25,859 116 17 7
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Impaired assets (contirued)

Industry breakdown of impaired assets, specific provisions and write-oits as at 31 Decerrber 2002 are as follows:

Total fmpaired  Spedific Write-

Lending Assets Provision oifs

$im $em G $em

Agribusiness 1,804 76 7 -
Construction and deveiopment 1,773 Hi 1 -
Financia services 157 - - -
Hospitalty 605 13 1 1
Manufacturing 357 7 - 23
Professional services GLoe] & 1 1
Property invesiment 2,516 18 2 -
Reat esiate morigage 13 686 3 1 -
Personal 504 - 1 -
Government and public authorities 2 ~ - -
Other commercial and indusirial 1,241 13 2 1
23,404 146 16 26

Industry breakdown of impaired assets, specific provisions and write-$ts as at 30 June 2002 are as follows:

Total impatred  Specific Write-

Lending Assets Provision oifs

$im Sra $im Sra

Agribusiness 1,926 A7 2 1
Construction and development 1,605 7 1 1
Financial services 154 - - -
Hospitalty 551 & ] 3
Manzfacturing 387 35 16 1
Professional services 565 3 1 1
Property invesiment 2,407 17 2 1
Reat esiate morigage 13,180 2 -
Personal 514 - 1 -
Government and public authorites 2 - - -
Other commescial and indusirial 1,237 7 1 1
22,566 126 27 9

Industrial breakdown shawn above is based on the source of credit risk whereas the asset growih table on page 13 is based on

the nature of the loan.

Half-Year Ended Warisnce
Dec-03 bure02 Dee-02 Jun-02 Dee-03
Vs Dee-02
S b S Sem %
Provision for impairment
General provision
Balance at the beginning of the period 98 97 92
Charge against Siaternent of Operating Profit & 1 5
Balance at the end of the period 104 98 97
Spedcific provision
Balance at the beginning of the period 14 27 24
Charge against Siaternent of Operating Profit
new and ncreased provisions 9 16 22
Write back of provisions no fonger reguired i) {17 10}
Bad dehis written-off 7 26 {9}
Balance at the end of the period 17 16 27
Total provision for impairment — Banking activities 121 114 124
Dec-03 bae-03 Dee02 dun-{2
% % % %
Provisions for impairment expressed as a percentage
of gross impaired assets less interest reserved are
as follows:
Specitic pravision 165 12.0 245
Tota! provision 117.5 857 112.7
General provision for impairment expressed as a
percentage of risk weighted assets, induding
off Balance Sheeat pasitions 0.58 .58 0.58

Pravisioning levels remain prudent given the low loss history of the portfolio. The general provision was increased by $10 million
in this halt, to $114 million, maintaining the provision at 0.58% of risk weighted asseis. Unike major bank competitors, the
general provision is only partally tax-effected. 1¥ it were fully tax effected, the provision would increase by $18 miflion to

approdimately $132 million, which wouid be equal to 0.86% of risk weighted assets,

The specific provision increased by $3 milion to $20 million this half, which i equal to just 0.11% of risk weighted assets,

confirming the sirong credit quatity of the partfolio and high security position,

Total provisions are equivalent o a conservative 187.1% of gross impaired assefs less interest reserved.
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Half-Year Ended Dec-03
Average Interest Average Average interest Average

Half-Year Ended Jun-03

Hal-Year Ended Dec-02

Half-Year Ended Jun-02

Bherfes:

Balarnce _ Rate Balance Rate
S $em Ya $em $m %
Average banking assets
and Habilities
Assets
Interest earning assets
Trading securities 2,752 65 478
Gross loans, advances and other receivables 23,256 783 6.79
(Other interest earming asseis 304 7 464
Totad interest earning assets 26,312 855 £.55
Mon-interest earning assets
Provision for impairment {115)
Property, plant and equipment 223
Other financial assets 2,249
Total non-interest earning assets 2,357
Total assets 28,669
Liabilities
Interest bearing liahilities
Deposits and short term borrowings 21,650 A68 4.35
Bonds, notes and long term borrowings 2,534 76 521
Subordinated notes 428 14 579
Totad interest bearing liabilities 25,117 5EE 4.48
Mon-interest bearing liabilities
Other liandities 378
Total non-interest bearing liabilities 378
Total labilities 25,485
Net assets 3,174
Analysis of interest margin and spread
Interest earning asseis 26,312 255 £.55
Interest bearing laniities 8,117 5ER 4.48
Net interest spread 2.07
Net interest margin 26,312 297 2.28

Excludes the additional subordinated debt rased as funding of the GIO acguisition and the associated interest cost. This
cost nas been charged to General Inserance. The principal has been notionally adiusted,

Average brierest Average Average lnterest Average
Balance Rate Balance Rate
Sin Sm Yo $im Sy Yo
Average banking assets
and labilities {continued)
Assets
Interest earning assets
Trading securities 1,953 48 4.88 1,562 38 437
Gross loans, advances and other receivables 222745 770 .86 21,597 705 6.58
Other interest earning asseis 492 11 444 359 7 393
Total interest earning assets 24720 B29 565 23,618 748 £.35
Non-intarest earning assets
Frowvision for imparment 127} (137
Froperty, piant and equipment 200 173
Other financial assets 2,326 2,259
Total non-interest earning assets 2,395 2,315
Total assets 27,119 25,933
Liabilities
Interest bearing liabilities
Deposits and short term borrowings 19,895 437 434 18,348 372 4.0%
Bonds, neies and long term Dorrowings 3,108 74 5.04 3,616 85 474
Subordinated notes 493 13 7.24 528 18 6587
Total interest bearing liabilities 23,496 534 451 22,492 475 426
Non-interest bearing liabilities
Other liabiities 610 481
Total non-interest bearing liabilities 610 481
Total liabilities 24,106 22,973
MNet assets 3,013 2,960
Analysis of interest margin and spread
Interest earning asseis 24,720 B29 665 23,618 A5 £.35
Interest bearing Haniities 23,496 534 451 22,492 475 4.26
Net interest spread 214 213
Met interest margin 24720 295 2.37 23,618 73 233

Motes:

Excludes the additional subordinated debt raised as funding of the GIO acquisition and the associated interest coss. This

cost has been charged o General Inserance. The principal has been notionally adjusted.
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Changes in net interest income: Volume and rate analysis

The table beiow allocates changes i net interest income between changes in volume and changes in rate over the four

half years. Volume variances have been calcalated by multiplying the average of both half years’ average interest rates by the
movement in averzge asset and liabiity balances. Rate variances have been calcalated by multiplying the average asset and
lizbiity balances by the change in average interest rates, and includes differences arising from different numbers of days in

the periods.

Half-Year Dec-03 v Jun-03
Changes due to

Hak-Year Jun-03 v Dol
Changes due o

Yolume Rate Total Wolure Rate Total

S $m Girne $m Gm S
Interest earning assets
Frading securities 14 (23 17
Ciross inans, advances and oiber receivablies 33 (20% 13
Other interest sarning assets ™ {4 - &N
Change in interest income 45 122} 26
Interest bearing liabilities
Deposits and shart term borrowings 34 (%) 31
Bonds, notes and long term Dorrowings 4 1 (3}
Subordinated notes . Y (4
Change in interest expense 35 an 24
Change in net interest income 13 {11} 2

Hatf-Year Dec-02 v Jun-02
Changes due to:

Halt-Year hun-02 v Decdt
Changes due 1o

Yolume Rate Totalk Worlugre Rate Total

S $m Gm tm Gm 711
Interest earning assets
Trading securities 7 5 12 {1) 4 5y
Ciross inans, advances and oiber receivablies 23 42 65 26 (R0 (24}
Other interest sarning assets ™ 3 1 {5 i (6}
Change in interest income 33 48 a1 20 {B5) (35
Interest bearing liabilities
Deposits and short term borrowings 33 32 f5 1 42 (41}
Bonds, notes and long term barrawings {13} 7 () 14 (8 11
Supordinated notes i 1 - - (n (%
Change in interest expense 19 40 Sl 20 {51) (31
Change in net interest income 14 B 22 - {4} {4}

Motes:

it

(Uther interest earning assets is primarily made up of cash at bank and cash dleaning accounts.
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Segment information - General Insurance

Overview

Bre-tax profit

Haif-vear, Sm

EH

Genera! Insurance pre-tax profit rose by 199% to $215 million, driven by solid premium revense growth, favourable claims
ocutcomes and improved investrent returns, The improvement in profitabilty was particelarly evident in commerdial lnes
and in long tai insurance.

Storm activity and assocated claims costs were higher during the period than has been the case for several years.
However, this was offset by favourable claims experience in fong tail classes,

The Insurance Trading Result, which exciudes investment income on General Insurance shareholders funds, increased by
1% 10 $145 million, equal 10 13.5% of premium.

The underwriting result was a profit of $122 milion for the half year, compared with a loss of $85% miflion in the prior
corresponding half, Excluding the impact of increased discount rates applying 0 outstanding claims, the underwriting
profitwas 351 milion, up from $7 milkon in the prior corresponding period. This demaonstrates the very strong
improvement i underlying profitability and operating conditions, and was despite high levels of storm damage claims
during the hal? year. The combined operating ratio reduced to 95.2%, exduding discount rate adiusimentis,

The return on equity for the General Insurance division increased 10 12.5%, up from 3.1% at Decermber 2002,
and 9.2% at June.

The improvernent in profit confirms the success of the GIO acquisition, with the integration completed in June 2003,

and with the full benefits being realised over the pericd to December, Called Transformation, the GIO integration

process delivered an incremental $19 million increase in profit before tax in the division during the six mionths to
Decermber, compared with june 2003, Campared with December 2002, the increase was 336 million, The acquisition has
hstantially improved the diversification of the portfolio, provided a much broader prermium base and delivered significant
operationa efficiencies.

Gross written premium rose by 6% to $1.18 bilion and net earned premium increased by 7% to $1.08 biion. This
represents solid growth, although slightly slower than previous periads as the market emerges from a pracess of schsiantial
pricing adjustments. Risks in force remained stable across the portfotio.

Claimns expense, after excluding discount rate movements, increased by 1.9% to $789 milion, The small increase in claims
expense was despite a number of larger storm events dering the period, which added approximately $50 milion to claims
costs, This was offset by improved claims experience in other segments of the portfolio, pardcutany Queensiand (TP tability
and workers’ compensation. A feature of the resuét was the recovery in profitabilty in the Queensland CTP scheme diring
the period. Overall claims experience in the scheme improved significantly in the six months o Decermber, and the
introduction of new legisiation aimed at slawing claims inflation has led to reductions in claims costs,

The loss ratic, excleding discount rate impacts, reduced to 73.3%.

Operating expenses increased marginally, die mainly to :ncreased acquisition costs and investment i rejuvenating the GIO
brand. The expense ratio was steady at 21.9%, compared with 22.1% at December last year, bu? up sightly from 20.9%
ai lune. It remmains amongsi the lowest i the industry,

The managed schemes cantribation for the half year was $10 milion, dows slightly from the prior correspanding pericd.
Incorme from the insurance joint ventures owned with car clubs in Gueensland and South Ausicalia rose from 54 million 1o
$10 mitlion, due to improved operating performances znd higher investment returms.

The resuit benefited from an improvernent in investment earnings on sharebolder funds, which rose to $59 million,

from a loss of $17 millior in the prior corresponding pericd. The strang improvement was due to the strength of domestic
equities markets,

Underwriting result exduding
discount rate adjustment

Maif-year, $m

Insurance trading resolt

Haif-vear, S

ik
[ec-3 hwdd3 Dee03

Dec-2 Jun-33 Decd3

landd? 0 Do heddd Dec03
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Half-Year Ended Varianoe

Bee03  Jundl  Pecd?  Iun0l Pac.03 Profit contribution {excduding discount rate adjustment)

ws Dheg-02
i

The following tabie restates the profit contrinution by eliminating the impact of moverrents in interest rates, This is done ta

vt 711 Srm

provide a clearer indication of underiving performance.

In the accounts, movements in market interest rates, which are outside the Companys conirol, have a significant effect on
outstanding ciaims and investment mcome on insarance provisions.

Profit contribution - General irsurance

Gross earned premiums _ _ _ _ _ _ o _
. o . Because outsianding claims are discounted to present value using market interest rates, movernenis in these interest rates
Giross wiitien premiims :

1,153 1108 1,057 . N . : .
therefare affect ciaims expense in any period.

Gross wnearned premium movemant {73 (33} (55)
— However, the funds held in reserve to pay cutstanding claims are invested i fixed interest securities matched to the duration of
1,080 1076 1,002 . Wy o e N L . o L
) i expected claims. Therefore movermenis in market rates affect investment income an the claims reserves by an amount which &
N jE i rmipc > i3 i (531 \ . . o L . s
Outwards reinsurance expense ) {73 81 approximately equal to the impact of moverments in discount rates on claims liabilides,
Net earned premium 1,608 1,003 8921

To efiminate these movements, and gain & better understanding of the underying clasms and underwriting performance, we
nave produced the following table, which rermoves the impact of changes in discount rates. The adjustment assiumes perfect
matching of asseis and labilities. During the six months io Decernber, discount rates increased, and therefore there was &
$71 million decrease in ciaims expense and an offsetting decrease in investmens income on technical provisions, The table
pelow eliminates the impact of those maovements.

Neat incurred ciaims
Claims expense
Reinsurance and other recoveries revenue

{361) {976} (849
176 15 160
{785) (BEE) L=y,

Net incursed claims therefore increases to $789 millon and the underwriting profit reduces to 351 million for the period.
Investrnent incore on technical provisions ncreases to $94 millon, and the insurance trading resuit remains unchanged
at $145 million.

Gross operating expenses
Acquisizion costs ™
Other underwriting exoenses

{125) {122} (1249
{94) (108} {120)
219) 230 (2443

B . egie Halt-Year Ended Yartanoe
REINSUrance commission Incomea a 2 i0 ec.03 he02 Deed?  Jun- Dec-03
Net operating expenses {211} 223} (234) s vs Dec-(2
" ZF S Sem

Underwriting resuit 13 {85} {2)
Investment revenue — insurance provisions Net earned premium 1,609 1.003 821
Iterest, dividends, rent, eic 113 114 92 Net incusred dawms (772) {774 {705}
Reatised gainsflosses) on investments @ 24 (26) Met operating expenses 211 (222} (234}
Unrealsed gains/losses) on investments {3 27 7 Underwriting result 6 7 (18}

116 165 73 Investrent revenie - iNsUrANCE provisions 103 73 R
Insurance trading resuft 129 80 71 insurance trading resuit 129 20 71
Managed schemes net contribution (7 14 {2 Managed schemes net contribution i 14 23
Joint venture income 5 4 5 Joint venture income 5 4 5
Profit contribution - total insurance Profit contribution - total insurance
operational earnings 127 G2 74 operational earnings 127 98 74
Investment ravenue - sharehoider funds Investrent revenue - shareholder funds 25 17 3
Interest, dividends, rent, eic 27 21 23 Prafit on sae of property 16 - -
Reafised gainsklosses) on nvestments {29) (11} i3 Contribution to profit from General Insurance
Unrealsed gains/losses) on investments 42 (308 (313 activities before tax and GIO funding 171 A1 77
Other revense < (%) 7 ) Subardinated debt expense - GI0 acquisition {107 {3} (10
Other expenses i 4} 7 Contribution to profit before tax from

IR {17 3 General insurance activities 161 72 67

Profit on sale of property 14 - -
Contribution to profit from General Insurance
activities before tax and GIO funding 171 &3 77
Subordinated debt expense — GIO acquisition 10 = 110
Contribution 1o profit before tax from
General Insurance activities 161 72 67

Notes:
" nNet of certain statutory fees and charges ncluded in income and expenses in the Consolidated Financial Repart.
# Other revenue consisis mainly of aliocated service fee revenue,

Other expenses is primarily made up of investiment management expenses,
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D03 Jure-03 Dec0? bun-02
Sy Smt Lo S

Assets and Habllities - General Insurance
Asseis
Cast and liguid asseis A7 424 BE6
Investrnent securities 4 758 4,744 4,387
Investments i associates 83 83 26
Reinsurance and other recoveries - cutstanding claims 412 355 384
Uther receivables 72 653 541
Property, plant and equipment - & 27
Deterred tax assets 55 BE 94
Intanginie assets 904 930 554
Other financil asseis 251 237 214
Totat assets 7,586 7,458 7,378
Liabilities
Interest bearing liandities 21 33 36
Payables 278 443 483
Current income tax iabidties 50 16 14
Provisions 15 449 113
Deferred tax liabilites L) (% 27
Outstanding claims provision & 3816 3,844 3,457
Unearned prerrium provision 1,226 1,155 1,120
Total Habilities 5,462 5,359 5,310
Net assets 2,124 2,059 2,068
Motes:

it

Uther financiad assets is primardy made cp of accrued interest and deferred acquisition costs.

Varianoe
Dheg-03

ws Dheg-02
%

' Reconcling items such as tming differences and premizm debtors arise between technical seserves and investment assets,

General Insurance statistics (continued)

Loss rathe”™ Expenss ratio” Combined operating ratio”
Haif-year, % Maif-vear, % Haif-vear, %

T e TET B 1.4

aan-02 Decdd2 Jued3 Dec-03 Jun-32 0 Dec02 Jun-33 Dec83 Jened2 Dec(02 0 Junddd Dec03

Fgmeclichng distount fate adusiment

Profit overview

Premium Revenue

Gross writien prermivm (GWP) increased by 69 to $1.18 bilion during the year, due to increased insurance rates and stabie risks
in force over the period. Net earned premium rose by 7% to $1.08 biion.

The fundamentals i the general insurance indusiry have improved significantly in the past two years following comprehensive
adjustrments in prices to alkgn them more cosely to enderlying risk.

Half-Yesr Ended

Drac-03 03 Deci2 Jun-(2
% Y % %
General Insurance statistics
Induding discount rate adjustment
Exgense ratio 0.9 223 254
Loss ragio 7TB 86.3 74.8
Combined operating ratic 987 108.4 100.2
Insurance trading rato 12.8 B0 1.7
Excluding discount rate adjustment
Expense ratio 20.9 223 254
Loss ratio 76.5 772 76.5
Combined operating ratic 97.4 993 101.49
Insurance trading ratio 12.8 B 1.7

Refer Appendix 2 for ratio definitions. These ratios relate to the group's insurance trading opesations and do not include other

revenues on the General Insurance profit contribution, such as income from managed scheme business or the equity accounted

contribution from the group’s 50% interest in motoring club joint veniures.
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Hall-Year Ended Wariatice

Dhec-03 June-32 DecdZ  lun-O2 Dee-i3

w3 D02

$rn Sm $em %

Gross written premium

TP 75 244 236
Home paks 215 197
Maoiar 324 317 2549
Commerdcial 245 245 219
Wiorkers” compensation 20 &7 &3
Uther 9 20 23

1,153 1,109 1,057

Net earned premium

TP 247 235 217
Home 178 165 158
WMotar 307 295 300
Commercial 208 215 185
Waorkers' compensation 64 74 t2
Uther 4 19 {1}
1,009 1,003 921

Growth in QWP was strongest in CTR which increased by 17 % to 3286 milion during the hatf. This was mainly due to higher
average prices in the Gueensland scheme during the six months to December, in response to increased claims costs i earlier
periods. Gueensland risks in force grew marginally during the pericd, due to growth in vehicles, but market share eased slightly
to approximately 549% . Renewad rates remain strong. In NSW premium revenue grew by 11%, due to a combination of price
increases and growih in fisks in force, which grew by 7% . Market share increased to 7.4%.
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Profit overview {continued)

CGWP in home insurance rose Dy 69 to $227 milion, due to premium fates rising in line with inflation, and normat increases in
sums insured. Total sisks in force eased marginally due to reductions in risks written via the AMP channel,

Meator insurance premium grew oy 59 to $332 millon, zgain due to normal increases i sums nsured, and as premium fates
nave risen in {ine with infation. Risks i force increased marginally in the Suncorp portfolic, and were steady in GIO, but risks via
the AMP channel reduced slightly, leaving the tatal risks in force flat for the period,

In commercial insurance, premium was reported at $253 million for the period, which was up 3%. However, this under-
represents the underlying aperating performance, When timing adjustrnents are factored ous, the underlying performance was
growth in premiurm of approximately 139%. This was mainly driven by continued strong growth in prices over the half year,

In workess” compensation, premium revence slipped by 5 million to $62 millon, due mainly to the impact of competitive
pricing @ the Western Australian market.

CQutward reinsurance expense was steady at 72 million for the half year. The largest element of the group's reinsurance
program: covers the home, motor and commercial property accounts against major catastrophes such as windstorm, hail,
bushfire and earthquake. In the evens of a catastrophe, the program: provides cover for speditic events generating claims of
more than $50 million, up to an increased limit of $1.2 bilkon for each event. The program has one reinstatement, providing a
totat cover of $2.3%9 pillion.

Reinsirance secusity improved over alt classes at renewal, with over 879% of long tail business and 50% of short tail protecied
by reinsurers rated " A+ or better,

Claims expense

Claims expense fell by 9% to $889 million, however this was affected by increases in discount rates that are applied to future
claims labilties to bring them to present value. Discount rates rose from 4.8% at june 10 5.5% at December, leading to a
71 millken reduction in outstanding claims expense.

Removing the impact of discount rate movernents, net incurred claims increased by 2% to $78%9 million. (See tahle on page 29)
This was due to the following factors:

1t Storm acivity and the associated claims cosis were higher in the period thar has been the case for several years.

2y Claims experience in the Queensiznd CTP porifolio improved significantly, with claims frequency showing a downward
wend, and with the introduction of the Civil Liabilites Act leading to reductions in estimated claims costs. An actuasial
review has conservatively estimated the Act will tead to an 8% reduction in claims costs for accidents afier December 2002,
This enabled a reduction in provisions for accidents which occarred after the ntroduction of the Act, enabiing a release of
approximately $10 milion fram the provisions &t fone 2003, This also has led to improved current period profitability,

3y Chims experience in other cdasses also was favourable during the period, particularly :n commescial classes such as
professional indemnity and workers' compensation,

4t There wese z number of other valuation adjustrments arising from the favourable daims experience in the perod which led
10 a reduction: in claims expense of approximately $34 mitlion, These were offset by an increase in risk margins across the

portiolio of $18 miflion, leaving a net reduction in claims expense of $16 million,

LA
o

The combination of these factors caused the loss ratio, exciuding discount rate adiusiments, to reduce to 73.3% from
77.2% at December 2002,

Varianoe

Dhee-03 03 D02 hun-d2 Dheg-03
_ vs Drec-02

Gem Gunt S Lm %

Cutstanding claims and unearned premiums
Expected future cdaims payments
Undiscounted 4,481 4270 4,241

{665) B26) (784

3,218 3,644 3,457

1,226 1,155 1.120

Present value discounied

Outsianding claims
Unearned premiums

Total outstanding claims and vnearned

premium provisions 5,042 4,799 4,577
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Profit overview {continued)

The endiscounted value of outstanding claims has increased 8.3% to $4.63 billion, mosily reflecting the increase in business
wrizten, Whilst the vaiuations of outstanding claims for individual producis have flectuated, the porifolio as & whaole has been
stahie, reflecting the benefits of & diversified business. Cuiside of the actual claims experience in the period, there have been no
materal changes :n assumptions underpinning the valuations or risk margins. Risk margins are set at rates that, across the
porifolio, provide at least 90% confidence that the claims reserves wiil be adequate to meet the costs of dasms outstanding.

The discount to present value increased during the year, maindy die to increases in discount rates, which rose from 4.8% at
June 2003 1o 5.5% at December. Cutsianding claims on fong tail business are discounted o their present values by reference to
the vield curve desived from Commonwealth Governiment bonds. Changes to the discount amount are caused by changes in
the yvield curve and changes in the duration of the outstanding claims. Average duration reduced slightly to 3.0% years, from
312 years, reducing the pravision slightly, Unearned premium balances have increased 8.3%, reflecting the growth in business.

Operating expenses

Expenses were kept under tight contro!l dusing the half, assisted by the benefits of the GIG Transformation program.

The orogram delivered $19 million in cost savings o the half {including some savings in Claims handiing expenses), following a
517 million impact in the June half, Total expenses, gross of reinsurance commission income, increased by 5% to $242 million,
dhue partly to einvestment in the GIO brand. Underawriting expenses rose by just 3% ta %111 miion, and acoisiztion costs
increased by 7% to $131 million, in line with preriurm growth.

Reinsurance commissions are related to proportional reinsurance arrangements, under which the Company generates new
business and then recovers a praportdon of the acguisition and other costs of that business from its partner insufers in the
proporional reinsurance arrangemenis, These amounts fell during the half year frorm %8 million to %6 million.

Net operating expenses therefore rose by 6% to $236 million for the period, equa! to an expense rate of 21.9% of net earned
premium, down from 22.1% at the previous December, but up slightly on the 20.9% rate recorded at june.

Underwriting result

The underwriting result increased from a loss of $85 milion at December 2002, to a orofit of $122 miflion at Decerrber 2003,
However, as explained earlier, this figure is distorted by movemenis in interest rates, Eliminating the impact of these movements,
the underlying underwriting result is a profit of $51 milkon, up from a $7 million profit for the prior year,

investment income on insurance provisions

Irvestraent incorme on insurance provisions fell from $165 million to 523 million, due mainly to capital losses arising from
increases in interest rates. As noted above, the reduced investment return an technica! provisions is offset by the reduciion in
claims expense ansing from increases in discount rates. If the impact of movements in interest rates is eliminated, the investrment
incame on technical provisions rises ta $94 milkon, which is up from $73 milkon in the prior corresponding period,

insurance Trading Result

The Insurance Trading Result increased by 81% to $14% milion, equivalent to an nsurance trading margin of 13.5%.
The margin has improved consistently singe June 2001, reflecting improvernents in the general insurance cperating
envisonmeni, and increased operating efficiency throegh the integration of GIO.

Managed schemes

The managed scheme business consists of three related operations:

s The NSW Governmens self-insurance scheme known as Feasury Managed Fund, GIO administers the fund, which provides
the property insurance, maotor insurance, personal injury insurance and workers' compensation needs for the NSW State
Governmens.

»  Mon-undenawritien workers' compensation business in NSW.

s The seif Insurance Solutions business, in which we manage self-insurance schemes, predominantly workers” compensation,
for other corporations.

Profit from managed schermes reduced from $14 million in December 2002 io $10 milion at December 2003, but was up on

the June foss of $7 mition. Reverues in this business can be volatile due to movernents in performance bonuses, The prios year

resolts were distoried Dy adiostrments between halves, The $10 million result is more in fine with normal expectations.

Suncorp-Metway Lid and contolled entities 33



Profit overview {continued)
Joint venture income

Joint verture incorne is the equity accounied contribution from the group’s 50% shares in RACQ Insurance in Queensland anc
Rad Insurance in Souih Australia. These joint ventures provide Personal Lines insurance to Gueensland and South Ausiralian
clients respectively.

Bath joint ventures are continuing to perform strongly with the combined profit contribution rising from 34 miilion at December
2002, 0 510 mifion at Decerrber 2003, This was due to continued business growih, generafly favourahie weather conditions
contibltng o reduced claims costs, managerment focus on cost conteal and strong nvestrent returns.

Investment income an shareholder funds

Invastrnent income on sharehoider funds increased from a toss of $17 million in the prior December half, to a profit of
159 millien in the pericd wnder review. The increase was mainly due to improvernents in equity market returns,

Profit contribution {by dass of business)

The tables below break down the General insurance portiolic to provide a better understanding of performance of different
segments of the business.

The tables show the profit exciuding discount rate impacts and levies and charges,

Short Tl @ Long Tail @
Halt-Yesr Ended Half-Year Ended
P33 e Phae-03 Dreg-02

Loy G S Gem

Decd3 JunG2 Dect2 Junli

$ine S Sem
Alfocation of investments held against:
Insurance provisions
Cash and short term deposiis 1,024 684 586

Fixed interest 2878 2,957 2,873

Australian equities

Property 96 114 78
infrastructure 4 4 3
4,602 3,75% 3,540
Shareholder funds
Cash and short term deposiis 34 205 102
Fixed interest 150 - -
Australian equities 644 B06 263
Property - - 112

1,110 1,011 1077

The dollar amounts of investrment allocations shown here are different to the balances in the General Insurance Baiznce Sheet
on cage 30, because the numbers here relate to the tangible investment assets, The balance in Insufance Provisions shown here
difters from the sum of outstanding claims provision and cnearned premiur provision on page 32 mainly Decause the batance
here excludes sich iters as recaveries relaiing 1o cutstanding claims and premiurm debiors. The balance of shareholder funds
shown here excledes goadwill.

Dhee-03 Jur03 Dec02 fund2

Y % %
Alfocation of investments held against:
Insurance provisions
Cash and short term deposiis 28 12 17
Fixed interest 72 79 21
Property 2 3 2
100 106 160
Shareholder funds
Cash and short term deposiis 28 20 10
Fixed interest 14 - “
Australian equities 55 B 20
Property - - 10
100 106 160
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Product summary

(Gross wiitien prerium 723 386
Met earned premiusm £2% 378
Net claims incurred {435} (339
Corrissions (27 (13
Uther expenses {137 a7
Total expenses {163} (5}
Underwriting result 27 (20
Investrent Income - insurance Provisions 16 H3
insurance trading resuit 37 43
% %
Ratios i
Expense ratio 281 1% 6
Loss ratio 69.6 9.6
Combined cperating ratio 952 105.2
Insurance tracing ratio 5. 1.4

Notes:
Short tail includes Home, Mator, Other Commercial and Other Miscellzaneoos Products,
# Long tall includes CTR Commercial Lizbility, and workers’ campensatian,

Short tail

Profitability in short tail business was steady over the Decemibber half, with the insurance trading result ai $36 milkon,
compared with $37 million in the prior corresponding period. This is equivaient to an insurance trading margin of 5.6%.
Growth in prerium was broadly in line with infiztion, however this was offset by increased claims costs anising from storm
activity during the period. The foss ratio increased 10 71.8% from 65.6%. Expenses were stable, leaving the combined
operating ratio at 96.9%.

Long tail

Profits in long fail business mare than doubled, with the inserance trading result rising by 153% 1o 3109 miflion, equal 1o an
insurance tracing margin of 25.7%. This was due to improved sarnings in all dasses of long 1ail business.

Prerrium grew strangly, die mainly to increased pricing and risks in force in CTR both in NSW and Guesnsland.

As noted earlier, an imoortant feature of the results was a sirong recovery in earnings in Queensland CTF following poor
profitabilizy in the june half due to rising claims costs. During the six months to December, daims experience in Queensiand CTFP
improved, Claims costs relating to accidents under the Motor Accident Insurance Act 1994 (prios to Gotober 2000) improved for
minos and serious claims, and frequency continued fo trend downward. Frequency for Motor Accident Insurance Amendment
Act 2000 claims also has been better than expected. The introduction of the Civil Liabilities Act, which applies to daims after
Decerrher 2002, is expected to fead to an 8% reduciion in claims costs. Claims reserves have therefore been adiusted by a
conservative 510 million. The Civil Habiities Act introduces & scale of payments (based on injury severity for general damages
uf to a cap of $250,000.

Claims experience also improved in all other masor classes, including NSW CTR workers” compensation and Public Liability
teading 10 a reduction in net incurred daims to $320 million, despite growih in premium and risks in force. Operating expenses
increased 1o $72 milion, however the expense ratio remains competitive at 17%.
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Commerdal Lines ® Fersonal Lines @

Half-Year Ended Hal-Year Ended Segment information - Wealth Management
Bree-0% Dec-02 Dec-03 Brec-02
$im Grre $im Sen .
] i Overview

Product summary s The Wealth Managerment division recorded profit before tax of $38 milkon in the half year to December 2003, an increase

Ciross writien premiur 313 797 of 111% from $17 million in the prior corresponding period.
Met earned premicm 288 715 * 'I'he .increase was Iarggiy.drév.e—:vﬂ by a sha.rp.i.mp!"ovement i investment earnings, as weil as higher experience profits and a
Nei claims incurred 31 (543) rise in the valuation of Life Company subsidiaries.
O ommissions 29 (10 s After 2 deciine in the June half of 2003, new business sales turned around in the six months to December as investor
Other expenses 51 (1321 confidence improved. Compared with the June haif sales of $270 million, the Decernber sales were up 10% to
' — — $297 millior. However, the sales figure remains below the 5331 milkon n sales recorded in the six months to
Total expenses ) {142} Derember 2002,
Underwriting resuit (23} 30 s The underlying profitability of new business has increased by 9% due to improved surrenders and customer retention.
Investment revenue insurance provisions 23 50 Sigrnificant enhancements 1o the Easy Super Master Trust product have enabled Suncorp to offer a more atiractive value
Insurasce trading resuft - 20 proposition to dients.
s During the period managed funds researcher ASSIRT awarded & 4-star rating to Suncorp's flagship Australizn Equities Fund.
""" ; % Overal, Suncorp'; key asset capabilii%gs were ra'?.e.d as ’s'zrong‘.. Tée QSSIRT rating reinforces Suncqrp'; funds managernent
. ; performance to date and serves as a basis on which 1o expand distributor and cusiorner bases, principally through the
Ratios independent financial adviser channel.
Expense ratio 278 194 o ) ) ) ) )
LG'SS catio 80,1 75 g »  The Wealth I\f%ai“.ager'ﬂem division profiss can be viewed in two paris: the Life Company profits and earnings from Funds
o 3 _ N - anagement operaions,
Combined operating ratic 10759 959 ) . o _ ) .
Insurance trading rato 08 1.2 +  The Life Company made z profit before tax of $30 million in the six months to Decemmber 2003, compared to $13 million
i in the prios pericd. The increase in earnings was due to strong performance n invesimeni markets, higher experience
botes: profits and an increase in the value of subsidiaries.
# Commercal Lines includes Cl and workers” compensazion. s Funds Management secorded a pre-tax profit of $6 million in ihe six manths to December 2003, compared to $4 milion
@ Persanal Lines includes Home, Motor, CTP and Other Miscellanecus Products, in the half year to December 2002, This increase mainiy arose from the sale of commerdial interests, increases in

management fees due ta higher fznds wnder management and lower expenses.

Commercial Lines (including workers' compensation) inserance profit increased significantly during the Decermber half, due
mainly o reductions in daims expense foliowing favourable claims experience in workers” compensation and labilty doring the

period. The insurance trading resuit of 348 milion was up from zere in the prior December ha¥f, and is equal 10 an nsurance Wealth Management Life Company Funds Management
trading margin of 16.6% . The underwriting prafit improved fram a foss of $23 million 1o a profit of $21 million, equal to a operating profit belfore tax operating protit before tax operating profit hefore tax
combined aperating ratio of 92.8%. Haif-yearn S Malf-year, S lait-yearn S

Personal Lines, The insurance trading resuit for the half year to Decernber increased by 21% 1o 387 milion, equa! to an
insurance margin of 12.3%  This sirong result was driven primarily by saiid premium growth, with Net Earned Premiaim op

10% to $787 millon. This was fargely offset by a 12% increase in ciaims expense to $607 million, due 1o the increased storm
activity during the period, which offset the benefits of improved claims experience in CTR This feft the endenwriting resclt steady
at $30 million for the half year, equa! to a combined operating ratio of 36.2%.

amndid Decd?  hedd3 0 Dee03 Jun-G2 0 Dec0? 0 Jun33 Dec-03 landd? 0 Do heddd Dec03
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Half-Year Ended Varianoe

Dheg-3 Jur-03 Dec02 hund2 Dheg-03
ws Dheg-02
%%

% S Lo S

Profit contribution - Wealth Management
excluding Hife insurance policy owners' interests

tife Company
Shareholder's share of Statutory Fund

Planned profit margins 16 14 15
Expenience {losses) / profits 2 - 1
Investment income on capiial and retained earnings
{stazstory func 4 i -
Economic entity’s interest in earnings of
life insurance statutory funds 18 15 16
Shareholder Fund
Other ravenue 9 5
{Operating expenses e (7 {7
Contribution to profit before tax from activities
in the Life Company 19 13 17
Funds management
Fee income funds management 23 22 23
Other expenses funds management {18) {18} (18
Contribution to profit before tax from
funds management activities 5 4 5
Contribution to profit before tax from
wealth management activities 24 17 22

Motes:

Uther revenue includes shareholder fund invesiment incame (incleding revaluation of sehsidiaries), management fees and
COMMEESIon,

Profit Overview

Life Comparny

Life Company activities are conducted through Suncorp Life and Superannuation Usmited {SLSL). SLSL maintains three funds: a
Capial Guaranteed Statuiory Fond, a Unit Unked Statutory Fund and a Sharehoider Fund,

Capital Guaranteed Statutory Fund includes pasticipating and non-participating interests of life insurance business. Profits on
participating business are shared between life insurance poficy owners and shareholders, with 80% allocated to policyhoiders,
and 20% to shareholders. Profits on non-participating interests are al! allocased ta the sharehoider.

Unit tinked Statutory Fund includes non-particpating interests only, with all profits attributable 1o the shareholder, Profits
emerge from management fees, following allocation of investrnent gains o investars,

Shareholder Fund mainiains shareholider assets that are outsicde the life insurance statutory funds with all profit attributable 1o
the sharehaider.

All profits from Life Company activities in the profit table above are attribuiable to the shareholdes. That is, the statutory profits
atmibutable to the life insurance policy cwners have been exciuded. These profits represent the 100% of non-participating
profits and 20% of participating orofits from the Capital Guaranteed Statuiory Fund, 100% of profitss from the Unit Linked
Statutory Fund and 100% of profits from the Sharehaider Fund.

Sources of profit for the Statutory funds are investrent earnings on capital and retained profits, planned margins and
experience profits. In the six months to Decernber 2003, the sharehaider's interest in profits from these sources increased 67 %
to $25 million, compared to $15 million in the previous period.

Sousces of prafit for the Shareholder Fund consist of earnings generated from Shareholder Fund nvestrment returns,
revaluations of investments in supsidiaties {embedded value) and management fees. Net, these other revenues amounied 10 35
milton for the six manths to December 2003 compared with @ ioss of §2 million for the prior Decermber period.

The profit contribution from the funds is outlned on page 39.

Profit Overview (continued)

Planined profits of $13 milion in the six months to Decerrher 2003 were down slightly compared with the prior December
period planned profits of 314 million. The reduction in planned profits was fargely due to lower long-ierm earnings assumptions
which were predominantly driven by bond vieids.

Experience profits were 34 million in the six months 1o December 2003, corpared with a nil profit in the prior pericd. This
was mainy the result of the strang investment earnings and profits arising from grocp life business.

Under Margin on Service {MoS) accounting, losses on new business have to be incurred in the year the business is written,

while returns on profitablie business are spread over future periods, However, if circamstances change, for example favourable
undeslying assurnption changes are made or new business s written on more profitable terms, then these previously booked
tosses can be reversed, During the six months 1o December 2003, profitable new invesiment business written as well as changes
in investment assumptions for immediate annaity business allowed for the reversal of associated fosses, resuéting in a $1.4millon
increase in experience profits.

investment income on capital and retained earnings in the statutory funds of $8 miléion was & substantial increase on the prior
period, and was mainly due to a recovery in equity markets.

Other revenuaes increased from %5 million in Decernber 2002 to $12 milkon in December 2003, The increase was due 1o & rise
in embedded value of & subsidiary company and Improvernents in investment markets,

Changes to the market value of Lite Company investrent scbsidiaries must be rought 1o account under accounting standards.
The market value i based on the embedded value, which includes the net assets of the entity and present value of future profits
from inforce business. The Life Company has a subsidiary that aperaies the customer service activities of the retail unit trusts
business, Higher investment earnings and a net inflow of unit trust business, due to increased returns in equity and improved
profitabilivy, resufted in an increase of the embedded value of $2 miflion in the six months to December 2003, In the prior
period, the market valuse decreased by $3 million, Combined, the valuation adjustrents rescited in a 35 million higher profit
conifibution @ the six months to December 2003,

Funds Management

Funds Management profit was $6 milion at Becember 2003 compared with 34 million in the prior period. Fee income in the six
months 1o December 2003 increased by 51 million to 323 million, and expenses relating to Fands Managemens aCtivities
decreased by 31 million 10 $17 milion during the same period. This has mainly arisen from the sale of commercial interests,
increases in management fees due to increased funds under management and lower expenses,

Half-Yesr Ended Yarianoe

Dhec-03 Surne-83  Dec02  Jun-02 Dec-03
_ vs Deg-2

Lo S Lm 9%

Mew business sajes

Risk sales 7 G &
Supesannuation, investment and exiernal product sales PAE: 322 324
Total sales new business 270 331 330

Totat new business sales recoverad 10% in the first half year to Decerrber 2003 and amounied o $297 miflion. Tt compares
with 3331 mition for the period to Decermber 2002, reflecting custorers deferring discretionary investment coniributions to
more conservative invesiment porifolios such as refall property.

Suncorp-Metway Ltd and consolled ensies

Suncorp-Metway Lid and contolled entities 3%



Value of new sales

The table betow shows the value, 1o shareholders, of new husiness written over the six monibs 1o 31 Becember 2003 fogether
with prior haif-year figures). The values are based on:

e oS value of profit margins {taking the sharehoiders’ 20% share for participating products) for Statutory Fund business;

e Embedded Value {EV) {i.e. discounted value of expected shareholder profits and associated imputation creditsy for Unit Trust
nusiness, writien ovtside the Siatutory Funds.,

Yarianoe

Deg-03 bune-83 Dec02  Jun-02 Dbee-03
s Dhag-DF

Y $en S Lm a4

HMalf-Year Ended
Decd3  Decld
%o Lra

Statutory Fund new business: Present value of
MeoS profit margins
Unit Trust new business By

6.6
{0.3)

Motes
o discount rates used were between 4 5% angd 10.75% (2002: between 4,25% and 10.25%)
¥ discount rate used was 12.55% (20027 12.30%)

Emnbedded value

Avaluation of the sharebolders” interests in the siatutory funds, shareholder fund, and scbsidiaries was underiaken as at

31 December 2003, The embedded value was higher at December 2003 compared to December 2502 largely due to higher
investrent earnings and improved long term investment assumptions,

[Hecount Rate
14.0% t2.0% 13.8%
S G 312

Embedded Value at 31 December 2003
Shareholder Fund exduding subsidiaries
Value of ProfitsiNet Assets
Value of imputation Credits at 70% full value
Statutory Funds
Value of Profitsiet Assets
Value of impuiation Credits at 70% full value
Subsidiaries
Value of ProfitsiNet Assets
Value of imputation Credits at 70% full value

Total December 2063

Total June 2003 347 337 317

Total December 2002 326 310 295

Assets and Habilities - Wealth Management
Assets

27 28 78
3,132 3118 3,162

Cash and liguid assets
Investrnents relating to life insurance business
Excess of et market value of interesis in

sibsidiaries aver their recognized net amounts 12 12 16
toans, advances and other receivables 68 56 H3
Deterred tax assets 2 2 3
Gross policy liabdities ceded under reinsurance 14 12 9
Uther assets ™ 12 12 &

Total assets 3,267 3,241 3,337

Liahilities

Deposits and short term Dorrowings 9 ] 9
Accounts payable and other liabilites 44 af a2

Current income tax liabilty 5 2 (11}
Pravisions - - -
Deterred tax liability 3 2% 33

tife insurance polcy liahikties 2,661 2,624 2,780
trvested policy holder retained henefits 319 317 273

Total Habilities 3046 3.040 3,124

Neti assets

Met assets Life Company 194 178 193
Met assets fund management 25 23 25
Gutside equity interests - - -
Total net assets 221 M 213

Motes:
Other assets is primarily made up of Fund Managemen? investments,

The above staternent of assets and Eabilities is in accordance with the requirements of accounting standard AASE 1038 and
includes the policy cwners’ interests. The net assets of the Lite Company for the sharebolders fund and subsidiaries total
543 million.

The Life Company holds units in various managed investment schemes and following a review of accounting policies and recent
industry practice, where the Ute Company has the capacity io contral managed invesiment schemes in which it is the majarity
frvestor, it has consclidated the results of these managed investrent schemes. This has been done for the first time in
Decerrher 2003 and has resulied in an increase to net asseis of $334 millon.
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Funds Management activities

The Funds Management group conducts investment management and other iduciary activities as trusiee, custodian of manager
for various investrrent and superannuation funds and whaolesale and retail unit trusts.

About $3.7 billion in funds are managed for the Life Company, $5.2 bilkon @ funds are managed on behalf of Genesal
Insurance division: and a further $1.2 biflion in funds is managed on behalf of externat parties.

Funds Management profic was $6 million az Decernber 2003 cormpared with 34 million in the prior period.

Fee income in the six months o Decernber 2003 increased by 51 million to $23 million, and expenses relating to Funds
Management activities decreased by $1 milion to $17 million durng the same period. This has mainly arisen from the sale

of commercial interesis, increases in management fees due to ncreased funds under management and lower expenses.

Group investment performance

& pasitive investment return was recorded by the benchmark asset classes of cash, interest, equities and property #rusis in the

six menihs to December 2003,

Active returns in the diversified porifolios were very strong with 1st, 3rd, and 5th year perfarmance remaining in the 1st guartile,

Portfolio allocation of investments ~- Wealth Management

Funds under managernent for Life, Superannuation and Managed investrents totad $3.7 bilion. The investment alfocation of
these funds is noted below. The investment ailocation of funds under management on behaif of the General Insurance division

i noted @ the Gererad Inscrance report page 34,

Varianoe

Dhee-03 o3 Dec02 hun-2 Dheg-03
) ws Drec-02

Gem Sun G Lm %

Funds managed
Gieneral Insurance 5,107 4 829 4,645
3.608 3,563 3,687
1,232 1,275 1,172
9,945 9,667 9,504

Life Company
Other managed funds ™

Motes:

The most significant other managed funds are Queensiand Locat Gavernment Supes, Sunseper World Equity Fund, and
Sunsuper Cash Management funds,

Opening  Inflows Dt bvwest- Closing

bBalance flows Y ment bBalanoe
iRCome

Jul-03 Dec-03

$rn $in S Sem St

Group funds under management

Gieneral Insusance 5,107 1,157 1,078 7h
statutory Life & Superannuation # 3,167 378 502 178
Retaii Lnit trusts 439 51 46 i

Life Company 3,806 479 548 205

External wholesale 1,232 A66 486 Bh

Total 9,945 2,052 2,112 345

Borfms:

Gutfiows include expenses and iax
# Asset switches between sub-funds have not been netted off,

Funds under management of the Life Campany exclude funds under administration invested in external Fund Managers.
Net retzil outflows of $119 million of funds under management were offset by a net inflow of funds under adminisiration
with external managers of $128 mill:on for the six months to December 2003, In the same period last year the total net
outfiows were $127 million. The improved condition of total net funds under adminisiration reflects improved retention of
CUstomer accounss.

During the period managed funds researcher ASSIRT awarded a 4-star rating to Suncorp’s flagship Australian Equities Fund,
Owerall, Suncorp's key asset capabilities were rated as ‘strong’. The ASSIRT rating reinforces Suncorp’s funds management
performance to date and serves as & basis on which to expand disiribuior and customer Dases, principaily throegh the
independent financial adviser Channel.

D03 032 Dec2 Jun-02
% % % %
Statutory funds

Equities 35 37 36
Interest bearing secusities a5 44 44
Property 17 18 19
Uther dizectly held asseis - 1 }
100 100 100

Shareholder fund
Equities 30 68 65
Interest bearing securities 17 28 28
Propery 3 4 3
100 100 106
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Group capital

Group capital position

The Suncorp group has three disting business lines with different regulatory requirements for capital, The corporate struciure of
the Company has the bank as the hoiding company for subsidiaries operating the General Insurance and Wealth Management
businesses. To assist in understanding the capital position within the company we have produced the following tabie {including
consolidation enities) to dermonstrate the distripution of capital within the group.

as wt 31 Decomber 2003

a5 at 31 December 2003

Banking 2t Wit Other  Consol Total
Sonr 4m $m it Srn Sm

Tier 1
Ordinary share capital 2627 - - - -
Preference share capital 244 ~ - - -
Funding provided hy holding company - 1,395 46 26 {1,467)
Preconversion reserve 13 - - - -
Refained profis 352 574 207 & {482)
Technical provisions in excess of kabikty valuation - 195 - - -
Excluded assets 1} - {107 - -
Less intangibies 1,226} (79N - - 1,097
Less net future income 1ax benefit {11} (271 - - -
Total Tier 1 capital 1,993 1,258 243 32 (8521
Tier 2
Asset revaluation reserve 2 - - - 1
Met general provision for impairment =l - - - -
Subordinated notes 775 - - - -
Total Tier 2 capital 879 - - - 1
Deductions from capital
Investments in subsidiaries (B85} - - - 858
Guaraniees o non-hanking subsidiaries (5} - - - 5
Total deductions from capital BB - - - 263
Total capital base 2,009 1,258 243 32 12
Required minimum capital base @ 1,876 1,147 143 28 -
Excess 133 11t 100 4 12

Notes:

0 For Banking and General Insurance, this represents the APRA calcalation of retained profits. APRA requires accrua! of

expected dividends in the bank and provides a different methed of calcuiating general insuzance cusrent year earnings.

Accrued dividends are not incloded in the APRA capital cafculation for General Insurance, but are decucied in this group

calcuiation to offset the accrued dividends recelvabie included in Banking retained earnings.

# \Where applicable the minimum capital base is as specitied by APRA, For Banking this is 9.5% of RWA and, far Genera
Insurance this is 1.25 fimes the minimum cap#al requirement. For certain investment entities the minimum capitai base
represents net tangible assel requirements under dealers’ licences,

The table shows that the group has total capital over and ahove regulatory minimom levels of $380 millkon, which is 2
signiticant buffer, although down from 3556 milion at june (adjusted to current calcuiations), The reduction is primarily a resuit
of increased capital requirements in the bank, due to growth in risk weighted asseis.

The Company maintains a policy of holding capital levels prudently above reguiatory minimums 1o ensure the ongoing strengih
and security of the group and to safeguard the group credit ratings. The current capiial levels are seen as conservative and
appropriate.
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Banking €5 W Other  Comsed® Total
Sim $im b S Sem Sm

Group capital position {(continued)
Reconcitiation of nat assets to
total capitai base
Net assets 3,268 2,195 253 32 {1,952}
fetained earnings of entities not
consolidated for APRA Purposes i 109 - - -
Additional items allowable for capital
for APRA purposes
Technical provisions i excess of lability valuation - 155 - - -
Net general provision for doubtful debts 96 - - - -
Subordinated notes 7TE - - - -
Deductions from capitai for APRA purposes
Differences in retained profits for APRA purposes {13%} {218) - - -
Expected intragroup dividends 107 aon - - ~
Intangibles {1,226} (879} - - 1,007
Met future income tax benefits {11} (27 - - -
Eucleded assets {1} - {10) - -
Minority interests in subsidiaries - 6] - - 4
Funding of capitat and guaraniees by
nolding company {863} - - - B3
Total capitai base 2,009 1,258 243 32 12

Motes:

APRA requires the intangible component of

Excludes autside equity interest which relaie to the statutory funds.
e bock value of investrents in non-banking subsidiaries to be deducied from

Consoidaton mainly represents the bank's imvestments in non-banking subsidianies and amortisation of goodwiz,

Tier 1 capizal, As it relates to non-banking subsidiaries, it is not amortised at the Banking fevel, Amortisation occurs within
Generz! Insurance and when the entire group is consolidated. The total intangible deduction from group capdal :n the table
or page 44 of §1 biflion represents the total amortised halance of goodwilt for the group.
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Carrying Value

Risk Weighted Balance

Dec-03 Jure03 Dec02 Jun-l2
Gim S S im
Banking capital adeguacy
Consolidated banking capital
Tier 1
Ordinary share capital 2,587 2,558 2,533
Preference share capital 244 246 244
PrecOnversion reserve 13 13 13
Retained profits 278 193 200
Less amortised goodwill for banking subsidiares 24 (23} [25)
Less unamortised intangible component of investrent i
non-panking subsidiaries {1,204y (1,204 1,203
Less excluded asseis - - -
Less net future income tax benefit (29) (2} -
Total Tier 1 capital 1,865 1776 1,762
Tier 2
Assei revaluation reserve B 2 8
General provision for doubtful debis 87 82 24
Subordinated notes 645 509 B2
Perpetual subordinated notes 170 176 170
Total Tier 2 capital 310 769 B84
Tier 1 plus tier 2 capital 2775 2,545 2,648
Less investments in non-banking subsidiaries
{net of intangible component deducted from Tier 1) {857) (BRG sy
Less guarantees and facilities to nen-banking subsidiaries (5) (10} (10)
Capitai base 1.813 1.676 1,777
Reconcifiation of deduction for investmants
in subsidiaties
Investrment securities - Assets and Habilities - Banking 2,067 2068 2067
Less intangibie component dedacted from Tier 1 capital
- non-hanking subsidiaries {1,204y {1,204y {1,203
Less non-suisidiary invesiment securities ) (5} {5)
Daeduction from tofal capital for investment
in subsidiaries 857 858 859
Retained earaings banking by half-year
Retzined earnings opening for the haif-year 1493 200 170
Opening refained profit adjustments - 151 {7
Add banking profit after tax for the half-year L 109 109
Less retained earnings of entities not consolidazed for
APRA purposes - - -
Less dividend expense/accrual {161) {206} {158
Add estimated dividend reinvestment pian - - -
Less capital notes distribution net of ax - -
Add dividends from non-banking schsidiaries 130 29 36
Retained earnings daosing for the half-year 278 193 200
Reconciliation of banking deduction for intangible
assels to group intangible assets
Arnortised goodwi for banking subsidiaries 24 23 5
Men-amortised goodwil for non-banking subsidiaries 1,204 1,204 1,203
Gioadwili reflected in investments in associates {33) (33} 33
Amartisztion of non-hanking goodw!! {158) (123} (96)
Intangible assets 1,639 1,071 1,099

Risk
Dree-03 Jur-Q3 Weights Decd3  Jun03  Dec0  Jure02
4m S % S Sem $en Sim
Banking capital
adeguacy (continued)
Assets
Cash, claims on Reserve Bank of
Australia, short term claims on
Ausiralian Commonweaith
Government and other Louid assets 513 0 “ - -
Claims on banks and local
Governments 102 20 20 B 118
toans secured against residential
fousing 13,608 50 6,504 6,360 6,521
All ather assefs 10,305 100 10,305 9,592 8,211
Lpans with excess risk weighting - 200 - - -
Total banking assets ™ 23,928 16,829 15,860 15,850
Motionat Cradit Risk Weighted Balance
Armount Eggusiv-
alent
Risk
Dec-03 Decd3  Weights  Dec03 han-03  Dec02  Jun-02
G Gt % Sy Sem $eny S
Off Balance Sheet positions
Guarantees entered into in the
normal course of business 20100 B 65 fid
Commitments to provide loans
and advances 0100 704 563 638
Capital commitrents 106 3 -
Foreign exchange contracts 20-50 &0 78 98
Interest rate contracis 2053 44 37 22
Total off Balance Sheet positions 274 743 822
Market risk capital charge 244 131 107
Total risk weighted assets 16,829 15960 15,850
Total assessed risk 17,949 15,834 16,779
% Yo %
fisk weighted capital ratios
Tier 1 10.4 1648 105
Tier 2 5.1 14 5.3
Deductions (4.8) (5.2 5.2
Total risk weighted capital ratios 10.7 16.0 10.6

Motes:

Total banking assets differ fram banking segment assets due to the adoption of the Australian Pradential Reguiation

Acthority's (APRAY cdlassification of intangible assets, deferred taxation, non-gqualifying shareholdings in other entities and

general provision for imparment for capital adequacy purposes.

o APRA have imposed & penalty risk weighting on one of our commericat lending products for that portion of the loan that s

ir excess of an 80% VR iovel.

The banking capizal adeguacy ratio reduced to 10.2% at December, from 10.7% at june, due to sirong growih in fisk weighted
assets, which increased by 11% to 518.6 biffion.

46

Suncorp-Metway Ltd and consolled ensies

Suncorp-Metway Lid and contolled entities

a7



General Insurance mindmum capital ratio

The minimurm capital requerement is calcuiated by assessing the risks inherent in the business, which comprise:

s The risk that the provision for outstanding claims is not sufficient to meet the obligations 1o polcy holders arsing from

losses incusred up to the reporting date {outstanding claims risk);

s The risk that the unearned premivm account is insufficient to meet the obligations to policy holders arsing from losses

incurred after the reporting date on existing podicies {premiem Eabilities risk);

¢ The risk that the vaiue of assets s diminished (investrent risk); and

s The risk of @ catasirophe giving rise 1o major claims losses up to the retention amount under existing reinsurance

arfangements.

These risks are quantified to determine the minimum capital required under the orudentiai standards. This requirement is

compared with the capitat held in the general insurance companies. Any provisions for outstanding caims and insurance risk, in

excess of the amaunt required ta provide a level of sufficiency at 759, is classified as capital.

At Decernber 2003 the consolidated General iInsurance business has a sirong capital position &t 1.49 times the minimum

requirenent, calculated as follows:

Dec-03 Jun-G3 DecU2  Jundi
$ame Sm Sim
Adjusted commaon equity -
Corsolidated Bank only
Ordinary share capital 2,587 2,555 2,533
Reiained earnings T8 193 200
Reserves 21 23 21
2,886 2773 2,754
Less:
Gioodwill and fuiere ncome 1ax henefit 1,257 1,235 1,228
Investrent in non-banking sunsidiaries 857 BHG 859
Asset revaluation reserve 8 2 8
2,322 202 2,095
Adjusted Common Eguity 764 671 659
Risk-weighted assets including off-Balance sheet positions 17,949 16834 16,779
Yo % %
Adjusted Commaon Eguity ratio 4.26 3.99 3.83

The Adjusted Common Equity (ACE) for the bank only, which is a calcelation of capital preferred by ratings agencies and which
exciudes subordinated notes, preference shares and retained earnings in non-hank subsidiaries, increased to $893 million at
Decernber, from $671 million at the prior Decermber. The ACE ratio increased to 4.52% from 3.99% previously. This was due to
increased retained earnings following strong profit improvements in the Company. Due to the impact of the dividend
reinvestment plan and further profis improvements in the second half, the ratio s expecied 1o increase 1o approximately 5% by

the end of the current year (gnoring changes in treatmens of capitafised expenditure).

APRA changes to prudential treatment of capitalised expenditure

APRA has announced a change in the treatment of capitalised expenditure that wi come into effect from 1 July 2004, At that
time capitalised expenditure will change $rom being risk-weighted at 100% and will become a deduction from Tier 1 capital,

Capitalised expenditure that will be affected by the new requirement was $53 million as at 31 December 2003

Drec-03 bun-02 Dec02 Jun-02

S 4 Sin Sen

Paid up ordinary shares 1,395 1,395 1,385
Retained profits &t end of reporting periad 549 650 664
Technical provision in excess of liability valuation 267 306 223
tess: Tax effect of excess technical provisions {80) {119 (BE}
2,231 2,322 2,214

fess:

Gooowill (904) {929) {954}
Future income tax bhenefit net of deferred tax labilities {19) (2% 27
(UOther Tier 1 deduciions - - fady
Totad deductions from Tier 1 capital 923 {andy {1,025}
Adiusted total Tier T capital / APRA capital base 1,308 1,368 1,189
Outstanding claims risk capital charge 448 425 399
Prerrium liabilities risk capiial charge 184 165 167
Total insurance risk capital charge 632 534 SER
Investrent risk capital charge 210 233 231
Catastrophe risk capital charge 50 50 50
Total minimam capital requirement 892 B77 847
Yo % %

MCR coverage ratio 147 156 144

The MCR in this fable, $917 miion, differs from the MCR figure of $1.147 billion in the table on page 44 hecause the figure on

page 44 is 1.25 times the MR, as required by APRA.

The June 2003 calculation has been restated here in accordance with further clarfication fram APRA as 1o treatment of certain

dems in the consolidated General insurance position,
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Half-Yesr Ended
a3 Jure-03 Dec02 Jun-(2
% Sunt Lo S

One-off items and changes in
accourting policy

Cne-off items induded in profit from ordinary
activities before income tax are:

Sale of Suncorp Metway Plaza and Trittons Site 16 - -

Write back of previous year's performance fees for

workers” compensation managed funds following

finatisation of performance audits e - -

Changes in accounting policy induded in profit from

ordinary activities before incoma tax are:

Adoption of revised accounting siandard

ANSE 1028 "Employee Entitlernents” i } -
7 i -

The above items affect the following captions

in the Statement of Operating Profic

Profit on sale of property 16 - -

Manzged schemes net income (8 - -

Operating expenses from ordinary activities i } -
7 i -

Changes in accounting policy application

Tax consolidations regirne

The consolidated entity implemented the tax consolidations legislation effective from 1 July 2002, Suncorp-Metway Ltd {“the
Company”yis the head entity in the tax-consolidzted group cormprising all the Ausiralian subsidiaries.

A tax sharing agreement has been executed between the Company, 2!l group companies and Perpetual Trustee, in ifs capacity
as Trustee for three of the Group's trusts. This ensures that the Company as head entity has a sight of contrbution from the
other group entities for their share of the cansolidated entity's tax expense, now primarily carried by the Company,

There i na impact an the Consolidated Staternent of Financial Performance or Statement of Financial Position.

Principles of consolidation

Where the consolidated entity's e insurance statutory funds have the capacity to control managed investment schemes inwhich
they are the majarity investor, the consolidated entity has consetidated ali of the assets, liabilities, revences and expenses of these
managed investment schemes. The consotdated entity did not consclidate managed investment schemes in the prior year,

As ihe Contrbution fo Profit Statement and the Staternent of Assets and Labiities both exclude life insurance palicy owners’
interests, there is no impact due to the change in accognting policy.

Half-Yesr Ended Yarianoe

Deg-03 bune-83 Dec02  Jun-02 Dee-03
_ vs Dee-02

Lo S Lm 8%

Operating eupenses
Excluding Life Insurance Policy Owners' interests

Sta¥f expenses

Salaries and wages 201 197 193
Other staff expenses ™ 89 92 80
Total staff expenses 290 283 283
Equipment and occupandy expenses
Depreciation
Buiidings 1 1 }
Plant, equipment and software 38 30 18
Leasehold improvementis & ] 2
toss on disposal of property, plant and eguipment & - }
Uperating lease renials 21 24 19
Uther occupancy expenses B 7 16
Total equipment and occupancy expenses 78 68 57
Other
Hardware, software and datz line expenses 23 25 53
Advertising and promotion expenses 25 28 24
Office suppiies, postage and printing 32 33 4%
Amortisation of franchise systems 1 - i
Othes 5 26 46 34
Total other expenses 107 132 157
Expenses charged to the Wealth Management
Statutory FUncs {303 (38 (28}
Expenses allocated to claims expense & {18) 24y (27}
Total operating expenses from ordinary activities 427 433 442
Motes:
o Other staff expenses is mainly made up of employee on casts, staff amenity expenses, training costs and temporary staff
expenses,

# Other otcupancy expenses consists mainly of eleciricity and maintenance expenses.

# Other is primarily made up of Wealth Management expenses and General INsurance cammissions.
et of certain statutory fees and charges incleded in income and expenses in the Consolidated Financial Repart.
Fram April 2003, the expenses in the various categories are after allocation of expenses to claim expenses.

Total expenses increased by 7% to 5465 milion, however, this included approximately $10 miflion in staf redundancy costs and
23 millior in expenses associated with the launch of the Clear Options Credit Card. Elrminating these expenses, operating cosis
sose Dy 4% to $4%2 million.
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Half-Year Ended Varianoe

Dhee-3 Jur-03 Dec02 hund2 Dhee-03
ws Dhee-02
i

% S Lo S

fncome tax

The income tax expense for the financial pericd differs
from the amecunt calculated on the profis, The differences
are reconciled as follows:

Profit from ordinary activities before

income tax expense 324 213 203
Prima facie income tax expense calculated at 30% o8 i &1
Tax effect of permanent differences:
Mon-deductible expenditure 3 z 3
Non-deductible write-downs - - 1
Amoriisaton of goodwii 10 9 2
Mon-assessable income {1} - {21
impuiation gross up on dividends received 2 3 ~
Diwidend rebates - - {3
Dividend tax credits () {11} -
Future income tax benefits not previously
progght to account 4 4% (15)
Lite and scperannuation statotory funds (5 6} {49
Other - i 3
Income tax adjusted for permanent differences 102 58 18
Over provision in prior year (5 - {21
Income tax expense 97 58 46
Income tax expense by segment
Banking 52 43 El
General Insusance 41 14 13
Wealth Manzgement 2 i -
Other 2 2 2
Total Income tax expense 97 58 46

Income tax expense increased by 1129% to $123 million. This was equat to an effective tax sate of 30.5% of prafit after
gootwill. The increase in tax was largely attrinutabie to the higher earnings base. However, the inczease in the effective iax rate,
from 27% at the prior December, was a resalt of changes in the group’s investment portfolio, which lowered overall equity
holdings and therefare ed to reduction in fuily franked dividerd income.

Implementation of tax consolidation

Suncorp-Metway Ltd is the head entity i the tax-consclidated group comprising alt the Australizn owned subsidiaries.

The head entity which is reflected in the banking segment recognises all of the current and deferred tax asseis and liabilities of
the tax-consolidated group (after elimination of intragroup transactions). A tax sharing agreement is in place whereby the head
entity recharges shares of the group tax to sebsidiaries. This may resalt in a different tax expense figure recorded in segments
than if the 1ax was caiculated on a stand alone Dasis.

Half-Yesr Ended
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Drag-03 b3 Decf2 Jun-{2
S $en Sm S

Statement of cash flows
Excluding Life Insurance Policy Owners' interests
Cash flows from operating activitias
Interest received 960 916 Bi6
Dividends received 15 18 27
Premiums received 1,170 1,227 1,168
Reinsurance and other recoveries receved Lh 157 268
Uther operating revenue received 64 303 268
Interest paic 547 {B57} (475}
Gutwards reinserance preriums paid {78 B0} (59}
Claims paid 813 {BEE) (B53}
UOperating expenses paid 453) {706} {513}
Income taxes paid - operating activities {38} 76 {4}
Net cash inflow from operating aclivities 537 316 613
Cash flows from investing activities
(Paymenis for purchaselproceeds from disposal of
controlied entities - {1} (58}
Payments for purchase of investrents in associates - - (80}
Payments for property, plant and equipment {60) B3 B
Met (purchasel/dispasal of banking securities {1,102) {557} 239
MNet increase in ioans, advances and other receivainies {1,068) {337} (991)
Purchase of investments integral to insurance activities 14,435 (14,678 (19,136
Praceeds from disposal of insurance investments 4,194 14375 18730
Income iaxes paid - invesiing activities {29) 2 (33}
Net cash (outflow) from investing activities 2,498y (1,263 {1,380
Cash flows from financing activities
Proceeds from issue of shares 1 5 ~
Praceeds fromirepayment of sebordinated notes fi4 {513 {4}
Met increase in borrowings 2,073 835 1,155
Dividends paid (1209 {137 (126}
Net cash inflow from financding activities 28 oy 1,025
Net increase/{decrease) in cash and cash equivalents 57 {295} 248
Cash at the beginning of the finandal period 826 1121 B3
Cash at the end of the finandal period 883 B26 1,121

Suncorp-Metway Lid and contolled entities
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Half-Year Ended
Lree-03 har-03 Decl2 Jun-(2
$omy $in $on Sen
Appendix 1 - Statement of
operating profit
Excluding Life Insurance Policy Owners’ Interests
Banking mnterest revenue 347 B2 741
Banking interest expense {550) 526} (468)
297 285 273
General Insurance premium revenie 1,080 1,076 1,002
Reinsurance and other recoveries revenue 176 15 160
Other revenue # 59 a4 BY
Banking fee and commission revenue 105 97 82
Banking fee and Ccommission expense (28} (32} (24
General Insufance investment revenue
sUrance provisions 114 165 73
managed schemes income 7 14 {2]
joint veniure income 5 4 5
sharenolder funds 28 (17 3
Profit on saie of property 14 - -
Total income frarm ardinary activities 1,849 1,763 1,641
Claims expense {961) 976 (RA%
Ouswards reinsurance expense on 73} (21}
Operating expenses from ordinary activites {427 1433} {442}
Total expenses from ordinary activities (1,459 (1482 1,372
Profit from ordinary activities before bad and
doubtful debt expense, GO funding, amortisation
of goodwilt and income tax expense 3480 275 2649
Bad and dountful debis expense 22 (27 (26)
Profit from ordinary activities before GIO
funding, amortisation of goodwill and related
income tax expense 368 253 243
Subordinated debt expense — GIO acquisition 10 = 110
Profit from ordinary activities before amortisation
of goodwili and related income tax expense 358 243 233
Armortisation of goodwail {32} (303 30)
Profit from ordinary activities before related
income tax 328 213 203
Incarme tax expense attrinutabie to profit from
ordinary activizies 97 {58 (46
Net profit atiributable to members of the
parent entity 229 155 157

Bherfes:

i

Met of statutory fees and charges included in income and expenses in the Consolidated Financial Report.

Varianoe
Dheg-03

ws Dhee-02
%

0 (Other revenue is primarily made up of wealth management profiz, dividend revenue, property incame, trust disidbutions

and royaity income.

Includes bad and doubtful debis expenses in the general insurance division which is included in operating expenses in the

general insurance profit contribution.

Appendix 2 - Definitions

Adiusted Commaon Equity ratio
Basic shares

Cash earnings per share

Cash return on average
shareholders’ equity

Capital adequacy ratio

Combined operating ratio

Cost to average fotal banking
assets ratio

Cost to income ratio

Diluted shares

Embedded value

Earnings per share

Expense ratio

Group efficiency ratic

Gross banking foans, advances
and other receivables

Gross non-performing loans
insurance frading ratio

investment and interest
earning assets

Loss ratio

Met interest margin

Met interest spread

Adjusted Commen Equity divided by risk weighted assets, including off-Balance sheet
positions.

Ordinary shares on issue,

Cash earnings per share adiusis the numeraior in earnings per share by adding back
amartisation of goodwill and deducting sevenue on revaluation of life insurance and
superannuation subsiciaries to embedded value.

Cash return on equity adjusts the numerator @ return on equity by adding back
amartisation of goodwil and deducting seveniue on revaluation of life insurance and
superannuation subsidiaries to embedded value.

Cap#al base divided by total assessed risk, as defined fy APRA.

The perceniage of net premium that is used to meet the costs of all daims incurred
plus pay the cosis of acquising {inciuding commission), weiting and servicing the
insurance business,

Operating expenses of the banking business divided by average total banking
assets as shown in the average banking assets and liabilities statemeni. The ratio is
annualised for haif years.

Operating expenses of the banking business divided by total income from ardinary
banking activities.

Comprises ordinary shares, partly pad shares, non-participating shares and
ouistanding options. Preference shares are not dilutive for the purpose of the earnings
per share ratics as they cannot convert to ordinary shares in the fist five years of issue.
Weighted average shares are calculated in accordance with accounting standard AASE
1027 Earnings per Share and excludes options where the exercise price exceeds the
market price.

An assessment of the economic value arising out of the current in force business of the
company. An embedded value comprises two componenis being the adiusied net
assets and the vaiue of in force business.

Basic earnings per share is calculated by dividing the earnings of the company for the
financial year less dividends an preference shares by the weighted average number of
ordinary shares of the company outsianding during the financial year, Diluted earnings
per share is based on weighted average diluted shares. Calcalated in accordance with
accounting standard AASE 1027 Earnings per Share.

The perceniage of the net premicm that is used to pay !l the costs of acquiring
{incfuding commission), writing and senicing insurance bosiness. Premium revenue and
operating expenses are net of staiutory fees and charges incieded in income and
expenses In the Consolidated Bnancial Repart.

Operating expenses as a percentage of total operating income exciuding General
Insurance sharebolder funds investrment income and excleding the impact of life
insufance accounting standard AASE 1038,

Total lending tess securitised loan nalances.

Gross impaired assets pius past due loans.

The insurance trading result expressed as & percentage of net earned premium.
Comprises receivables due from ather finandial institutions, trading securities,
investrment securities and gross banking loans, advances and other receivables.

Met claims incurred expressed as a percentage of net earned premium. Claims incarred
consist of claims paid during the period increased (or decreased) by the ncrease
{decrease} in the provision for ovtsianding claims.,

Met interest income divided oy average interest earning assefs,

The difference beiween the average interest rate on average interest earning assets
and the average interest rate on average interest bearing l:zbilties,
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Appendiz 2 -~ Definitions (Continued)

Nat tangiblie asset backing -
basic

Net tangibie asset backing -
difuted

Norn-interest income as a
percantage of average assets

Non-interest income as &
percentage of total income
Operating income

Payout ratio - basic

Payouti ratio - diluted

Return on average invesiment
and interest earning assets
Return on average risk

weighied assets

Return on average total assets

Return on average shareholders
equity

Return on average shareholders
equity ~ basic

Return on average shareholders
equity ~ Banking

Return on average shareholders
aquity - General Insurance

Risk weighted assets

Underlying profit

Shareholders’ equity attrbuiable to members of the Company less preference

shares and intangibies: divided by ordinary shares at the end of the period.
Shareholders’ equity attributable to members of the Company, plus ouistanding
options, less intanginies, divided by dituted shares at the end of the period.

Totat income from ordinary banking activities fess net interest income divided by
average banking assets. Average asseis are hased on the average banking assets and
fiapdities. The ratic s annualsed.

Total income fram ordinary banking activities fess net interest income dvided by
total income from ardinary banking activities.

Total income from ardinary activities less general insurance shareholder funds
investrment income.

Tota! dividends and distributions which relate to the haif-year divided by operating
profit after tax,

Dilzted shares at the end of the period times ordinary dividend per share for the haif-
year plus preference share dividends, divided by operating profit afier tax,

Operating profi after tax divided by average investment and interest earning

assefs. Average balances are based on beginning and end of period nalances.

Banking operating profit after tax {based an assemed tax rate of 30%) divided

by averzge risk weighted asseis. Averages are based on beginning and end of period
balances. The ratio is annualised.

Operating profit after tax divided by average fotal assets excluding the impact of the
iife insurance standard AASB 1038, Averages are based on beginning and end of
period balances.

Operating profis after tax divided by adiusted average ardinary sharehaiders’

equity. The ordinary shareholders’ equity includes preference shares and outsianding
options, Averages are based on beginning and end of period balzances.

Operating profit afier tax less preference dividends divided by adjusted average
ordinary shareholders' equity. The ordinary shareholders’ equity excludes preference
shares. Awerages are based on beginning and end of period baiances.

Banking operating profit after tax divided by average equity. The equity is

calculaied based on the target capial adegeacy ratio of 10% of total banking risk
weighted assets, The average is caiculated on end of month balances.

Gperating profit after tax divided by adiusted average ordinary sharehoiders’

equUity. Averages are based an beginning and end of period balances.

Total of the carrying value of each asset class multiplied by their assigned fisk
weighting, as defined by APRA.

Operating profit hefore tax, amortisation of goodwill, investrment income on
shareholder funds and one-off items,

Appendix 3 - Ratio calculations

HMaif-Year Ended

D33 Jun-03

D2

S

M. of Shares Mo, of Shares Mo, of Shares Mo, of Shares

Farnings per share

Weighted average number of sharas:
Weighied average number of ardinary shares
used as ihe denominaior in calcalating

basic earnings per share

Weighted average number of potential ordinary shares
relating to:

Options on ordinary shares

Party pad ordinary shares

Weighted average number of ardinary shares and
potentiat ordinary shares used as the denominator
i caleulating dileted earnings per share

529,365 728 526588517 524,570,297
472,00% 709,238 1,210,928
22,449 19,426 20,208

529,860,186 527317180

525 801 432

The 2,500,000 preference shares recognised in equity are not considered to be either ordinary or potential ordinary shares as
they cannot convert 1o ordinary shares in the first five years from issue, and so have not been incleded in either basic or dilsted

earnings per share,

Halt-Yeor Ended
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Dec03 bun-02 Dec02 Jun-02
Lens Sm S
Earnings:
Recondiliztions of earnings used in caloulating
earnings per share:
Met profit 29 155 156
Preference share dividends i8) (& {8}
Earnings used in calculating basic and diluted
earnings per share 221 147 148
Half-Year Ended
DecG3 bun-02 Dec02 Jun-02
Len Sm im
Return on average shareholders’ equity
Adjusted average shareholders’ equity:
Upening total equity 3,538 3,362 3,348
tess: Outside equity interest & 53 &
tess: Preference shares 244 244 244
Opening adjusted equity 3,286 3112 3,098
Closing total equity 3,647 3,536 3,367
tess: Outside equity interest 7 53 &
tess: Preference shares 244 244 244
Closing adjusted equity 3,396 3,286 3,112
Average adjusted equity 3,341 3,199 3,105
Earnings as per ‘Earnings per share” information above,
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Key datas®

Ordinary Shares (SUN)

2004

{nterim Dividend

Ex dividenc daie** 2
Record date

Daidend paid 2
Final Dividend

Ex dividenc daze** 1
Record date 7
Daidend paid 1

March
March
Aprit

Septerner
Septernier
October

Floating Rate Capital Notes (SUNHB)

2004

Ex inierest date** 10
Record date 16
interest paid 2
Ex inierest date** 11
Record date 37
interest paid 1
Ex inierest date** 10
Record date 16
interest paid 31
Ex interest date** g
Record date ih
interest paid 30

February
February
March
May

May

June
August
August
August
Moverber
Moverber
Movemiber

Reset Preference Shares (SUNPA)

2004

Ex dividenc daie**

(S LN

Record date

Daidend paid }
Ex dividend daie**

Record date

Daiderd paid }

La owd — L7

*  Daies may be subiect to change
** Subiect to ASX confirmation

March
March
March
Septermber
Septernber
September
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