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How we’ve performed
FINANCIAL PERFORMANCE 

	 Six months ended	 Six months ended 
	 31 Dec 2007	 31 Dec 2008 
	 $m 	 $m

Gross premium revenue	 3,851	 3,922

Net premium revenue	 3,709	 3,683

Net claims expense	 (2,644)	 (3,088)

Underwriting loss	 (34)	 (505)

Investment income on technical reserves 	 224	 732

Insurance profit	 190	 227

Profit from fee based business/share  
from associates	 29	 13

Investment income on shareholders’ funds	 76	 (72)

Net profit attributable to  
holders of ordinary shares	 110	 4

FINANCIAL POSITION 

	 As at	 As at  
	 30 Jun 2008	 31 Dec 2008 
	 $m	 $m

Cash and investments 	 10,783	 10,727

Other assets	 6,137	 6,725

Goodwill and intangibles	 2,460	 2,353

Total assets 	 19,380	 19,805

Claims provisions and unearned premium	 11,924	 12,1241

Borrowings and other liabilities	 3,105	 3,5461

Total liabilities	 15,029	 15,670

Net assets 	 4,351	 4,135

Equity attributable to IAG shareholders	 4,204	 3,986

Minority interests 	 147	 149

Total equity	 4,351	 4,135

1  �$423 million ‘Claims provisions and unearned premium’ has been presented 
as ‘Borrowings and other liabilities’ as they are classified as held for sale as at 
31 December 2008.

KEY FIGURES

$3,922m

Gross written 
premium (GWP)

Up 1.8% on the previous 
corresponding period, 
driven by strong growth 
in our largest business, 
Australia Direct.

When considering only the 
Group’s ongoing portfolio 
of businesses (excluding 
the divested businesses), 
underlying GWP growth was 
almost 4%.

	 $227m

Insurance profit

Up from $190 million in 
the previous corresponding 
period, due to the actions 
we are taking to get our 
business back on track, 
including increased 
underwriting discipline, 
and measures to improve 
efficiency and reduce costs. 

	 6.2%

Insurance margin

Up from 5.1% in the previous 
corresponding period. 
When removing the impact 
of external factors, such as 
widening credit spreads, 
impairment charges related 
to the steep decline in 
interest rates, and natural 
peril claim costs exceeding 
our allowances, we would 
have delivered an insurance 
margin of 10.3%.

	 $4m

Net profit after tax

This represents a 
substantial turnaround 
from the $371 million loss 
recorded in the second 
half of the 2008 financial 
year, but was lower than 
the previous first half. 
The result was impacted by 
negative investment returns 
on shareholders’ funds 
due to weak investment 
markets, as well as one off 
costs of $115 million from 
the sale and restructuring 
of our underperforming, 
non-core businesses during 
the period. 

	 4cps

Dividend

The interim dividend at 
four cents per ordinary 
share, fully franked, will 
be paid on 8 April 2009 
to shareholders registered 
as at 11 March 2009.

This is consistent with the 
Group’s revised dividend 
policy to pay out 50–70% 
of cash earnings.

Similar to last year, a 
dividend reinvestment 
plan will be offered.

Europe

New Zealand

Australia

Asia

1

32

	� 100% owned unless indicated
1	 �RACV is via a distribution relationship and underwriting joint venture with RACV Ltd.
2	 �98% voting rights.       3  49% ownership of AmG Insurance, which is part of AmAssurance.



work in progress 
Insurance Australia Group Limited (IAG) delivered an 
improved underlying performance during the first half of 
the 2009 financial year, demonstrating that we are making 
solid progress against the priorities outlined in July 2008. 

IAG’s insurance profit was up 19% to $227 million compared 
to the previous corresponding period, representing an 
improved insurance margin of 6.2%, up from 5.1%.

This underlying improvement has been driven by:
–	 premium revenue (gross written premium) growth 

of 1.8%; 
–	 disciplined underwriting;
–	 a stronger performance from our largest business, 

Australia Direct; and 
–	 the initial benefits from our efficiency programme, 

which is on track to deliver $130 million in annual 
pre‑tax savings in our Australian operations.

Our net profit after tax of $4 million was significantly 
impacted by a $148 million reduction in investment 

income on shareholders’ funds compared to the previous 
corresponding period due to weak investment markets, 
and one off costs associated with the divestment of 
underperforming businesses during the half. 

We expect further improvement in our underlying 
performance over the remainder of the 2009 financial 
year, as a result of our strengthened executive team, 
efficiency programme, disciplined underwriting and exit from 
our poorly performing mass market operations in the UK.

Our priorities are to continue to improve the performance 
of our home markets of Australia and New Zealand, 
finalise our previously flagged growth opportunities 
in Asia, and drive operational performance, execution 
and accountability across the Group. 

We are encouraged by the Group’s results for the first 
half and remain confident that the operational and 
strategic changes we have made are delivering stronger 
returns and will continue to improve the performance 
of your company.

in 2008/09 we said: 
We would pursue 
select growth 
opportunities in Asia.
We finalised our 
general insurance joint 
venture agreement 
with the State Bank 
of India and increased 
our interest in THE 
GENERAL INSURANCE ARM 
OF AMASSURANCE (AmG), 
A LEADING MALAYSIAN 
INSURER.

current status:  
 On Track.

in 2008/09 we said: 
We would maintain a 
strong capital position. 
As at 31 December  
2008, the Group held a 
level of capital which 
was 1.51 times the 
regulated minimum 
capital requirement 
(MCR). Standard & 
Poor’s also reaffirmed 
its ratings for IAG’s 
key wholly owned 
insurers of ‘AA-’ 
(Stable) – the highest 
of any Australian-
based general insurer.

current status:  
 DELIVERED.

As a prudent measure in these 
challenging market conditions, 
and to provide the Group with an 
enhanced capital structure and 
increased financial flexibility, 
we announced we would raise 
approximately $500 million 
in additional capital during 
February and March 2009. 
This is further strengthening 
our MCR multiple. 

in 2008/09 we said: 
We would focus on 
driving performance 
and returns in 
our home markets 
of Australia and 
New Zealand. 
We implemented new 
brand campaigns, 
introduced innovative 
products, increased 
premiums where 
required, and 
reduced costs.

current status:  
 On Track.

Australia Direct is performing 
strongly, and delivered 8.8% 
GWP growth compared with 
the previous corresponding 
period.  

We are focused on driving the 
same improved performance 
in our CGU (Australia 
Intermediated) and New Zealand 
businesses. Key initiatives 
include maintaining 
underwriting discipline and 
taking appropriate actions 
to ensure premiums reflect 
claim costs.

in 2008/09 we said: our 
full year guidance for 
underlying GWP growth 
was 3–5% and reported 
GWP growth was 0–2%. 
our full year guidance 
for our insurance 
margin was 10%+.
We are meeting 
GWP guidance.
In February 2009, we 
revised our insurance 
margin guidance to 
6%+ for the full year.1  
This is in recognition 
of the adverse 
impacts of volatile 
investment markets 
and accounting 
impairments due 
largely to the steep 
decline in interest 
rates in the first half. 
It also reflects the 
unexpected increase 
in natural peril claim 
costs in the wake of 
the recent bushfires 
in Victoria, Australia.

current status:  
 GWP guidance 

on track. revised 
insurance margin 
guidance set.

in 2008/09 we said: 
We would move 
to a simpler 
operating model. 
We created end-to-end 
businesses with the 
autonomy to manage 
their own brands and 
customers, putting 
control closer to 
the end-consumer, 
to deliver superior 
experiences and 
performance. 

current status:  
 DELIVERED.

in 2008/09 we said: 
We would scale back 
operations in the UK, 
focusing on more 
profitable, specialist 
markets. 
We sold our poorly 
performing UK mass 
market distribution 
businesses. The Focus 
is now on the retained 
business, Equity Red 
Star, which has a 
37 year track record 
of profitability and 
delivered a strong 
underlying insurance 
margin of 13.4% in 
the first half. 

current status:  
 DELIVERED.

in 2008/09 we said: 
We would 
strengthen our 
Executive team. 
We appointed a new 
executive team with 
extensive financial 
services and 
insurance experience.

current status:  
 DELIVERED.in 2008/09 we said: We would refine 

our corporate strategy to improve 
the performance of the business By 
getting the fundamentals right and 
focusing on the markets where we 
have a competitive advantage.
The first half of 2008/09 was a period 
of significant activity for the Group 
as we delivered on the priorities 
outlined in our refined corporate 
strategy, presented in July 2008. 
current status:  DELIVERED.

in 2008/09 we said: 
We would deliver 
$130 million in annual 
before tax run-rate 
savings in Australia. 
We implemented an 
efficiency programme 
with significant cost 
saving initiatives.

current status:  
 DELIVERED.

James Strong
Chairman

Michael wilkins
Managing Director & 
Chief Executive Officer

1	� Subject to no material 
movement in foreign exchange 
rates, no catastrophes or large 
losses beyond $150 million in 
excess of full year allowances 
($314 million), no material 
changes in investment markets 
including credit spreads and no 
further liability adequacy test 
adjustments.


