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The Manager
Markets Announcements Office
ASX Limited

Level 4

Exchange Centre
20 Bridge Street
SYDNEY NSW 2000

Dear Sir/Madam,

Report on results and financial statements for the year ended 31 December 2017

QBE Insurance Group Limited announces to the market the financial results for the year
ended 31 December 2017.

The following documents are attached:

1.

Appendix 4E — Preliminary Final Report;

QBE’s 2017 Annual Report including financial statements for the year

Appendix 4G for the year ended 31 December 2017; and

2.
ended 31 December 2017;
3.
4. QBE’s 2017 Sustainability Report.

Yours faithfully,

/

Carolyn Scobie
Company Secretary

Encl.
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QBE Insurance Group Limited
Appendix 4E - Preliminary final report for the year ended 31 December 2017

Results for announcement to the market

2017 2016
UP / DOWN % CHANGE US$M US$M
Revenue from ordinary activities up 2% 17,693 17,267
(Loss) profit from ordinary activities after income tax
attributable to equity holders of the company down 248% (1,249) 844
Net (loss) profit for the period attributable to ordinary equity
holders of the company down 248% (1,249) 844

The net loss after tax for the year ended 31 December 2017 was $1,249 million compared with a net profit of $844 million last year.

The Group’s underwriting loss was $573 million compared with a profit of $668 million last year, giving rise to a combined operating ratio
of 104.8% compared with 94.0% last year. As previously advised to the market, the statutory result was materially impacted by the Ogden
decision in the UK ($141 million), an unprecedented level of natural catastrophe claims, higher attritional claims and reduced favourable
prior accident year claims development.

Net investment income was $812 million compared with $746 million last year, including foreign exchange losses of $33 million compared
with foreign exchange gains of $125 million last year. The overall net return was 3.2%, slightly above target reflecting fixed income gains
associated with credit spread compression and strong returns on growth/risk assets.

The Group’s effective tax rate was materially distorted by the write down of the deferred tax asset in North American Operations due to
the reduction in the US corporate tax rate to 21% and significant catastrophe claims in both North American Operations, where an already
substantial deferred tax asset precluded the further recognition of tax losses, and in Equator Re.

AMOUNT FRANKED AMOUNT PER

PER SECURITY SECURITY

DIVIDENDS (AUSTRALIAN CENTS) (AUSTRALIAN CENTS)
Interim dividend 22 6.6
Final dividend 4 1.2

The Dividend Reinvestment Plan will be satisfied by the acquisition of shares on-market with no discount applicable. The Bonus Share
Plan will be satisfied by the issue of new shares with no discount applicable.

The share issue price for the Dividend Reinvestment Plan and the Bonus Share Plan will be based on a volume weighted average price
of the shares in the 10 trading day period from 16 March to 29 March 2018 (both dates inclusive).

The record date for determining shareholder entitlements to the dividend is 9 March 2018.

The last date for receipt of election notices applicable to the Bonus Share Plan and the Dividend Reinvestment Plan will be 12 March
2018.

The unfranked part of the dividend is declared to be conduit foreign income.
The final dividend will be paid on 20 April 2018.

Additional disclosures
After 31 December 2017, the Group entered into agreements to sell its operations in Argentina, Brazil, Colombia, Ecuador and Mexico,
subject to regulatory approval.

Additional Appendix 4E disclosure requirements can be found in the QBE Insurance Group Limited Annual Report for the year ended 31
December 2017 (Attachment A).

The Annual Report should be read in conjunction with any market or public announcements made by QBE Insurance Group Limited
during the reporting year in accordance with the continuous disclosure requirements of the Corporations Act 2001 and the ASX Listing
Rules.

The independent auditor’s report is included at pages 166 to 174 of the Annual Report.

Other information

During the year, QBE Insurance Group Limited held an interest in Pacific Re Limited (30.97%) and Raheja QBE General Insurance
Company (49%). The Group’s aggregate share of profits of these entities is not material.

QBE Insurance Group Limited
ABN 28 008 485 014 1



QBE Insurance Group Limited
Attachment A: Annual Report for the year ended 31 December 2017
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Chairman’s message

Respondingtoa
challenging year

QBE’s 2017 financial performance was well short of our expectations. Heavy
catastrophe losses were extremely costly for the wider insurance industry;
however, QBE’s results were also marred by a material decline in the performance
of our emerging markets businesses. These challenges necessitated action and
change. We finished the year with refreshed leadership and a clear plan for

a simpler footprint and improved performance in 2018 and beyond.

2017

Coming after several years of downward pressure on insurance pricing across most of the globe and continuing low investment yields,
the record insured catastrophe losses of 2017 provided an additional test for insurers and reinsurers in the second half of the year.
North America and the Caribbean were responsible for more than 80% of the estimated $135 billion ! in insured catastrophe losses,
with Hurricanes Harvey, Irma and Maria and wildfires in California causing tragic loss of life and heavy and widespread property

and infrastructure damage. Notwithstanding our comprehensive reinsurance protections, the net cost of catastrophes for QBE (after
reinsurance) was $1,227 million, which compares with $439 million in 2016.

Natural disasters were not the only challenge confronted by QBE during the year, with the performance of the Emerging Markets
division a major disappointment due to adverse claims experience in numerous portfolios. Prompt action was taken when declining
performance became evident around the middle of the year, with two separate operating divisions formed to facilitate a more granular
focus on each of the Asia Pacific and Latin American regions. Detailed performance improvement plans have been developed for
Asia Pacific Operations while we have made the decision to exit Latin America as part of a broader strategy to simplify our global
footprint and improve the quality and consistency of our results.

The statutory financial result was also impacted by non-cash items that included a $700 million impairment of North American goodwill
along with a $230 million write down of the deferred tax asset in our North American Operations due to the reduction in the US corporate
tax rate. Incorporating these items, the Group reported a statutory net loss after tax of $1,249 million compared with a net profit after tax
of $844 million in the prior year. On a cash basis, a loss after tax of $258 million compares with a profit of $898 million in 2016.

At a divisional level, Australian & New Zealand Operations was the only major division not to be significantly affected by catastrophes
during the year. The turnaround of the division is continuing to plan, with the attritional claims ratio seeing further improvement following
the program of rate increases and underwriting initiatives that was first introduced by Pat Regan in 2016.

Our European Operations had another strong result in difficult trading conditions, with a reduced performance in the second half
partly due to the division’s exposure to Hurricanes Harvey, Irma and Maria, as well as a reduced level of positive prior accident year
claims development which has moderated from the levels seen in recent years.

European Operations’ result also included a $141 million one-off charge following a legislative decision that required a reduction in the
statutory discount rate used in the determination of lump sum payments in relation to UK personal injury claims (the Ogden decision).
Although disappointing, more recent statements from the relevant government authority give us cause for optimism that this charge
could partially reverse in 2018.

Whilst the underwriting performance of our North American Operations was significantly impacted by catastrophes, the underlying
performance in the second half was still below expectations. We have taken actions to ensure a more consistent and improved future
performance, including the strengthening of claims provisions by more than $100 million in the second half while also reinsuring the
division’s commercial auto runoff liabilities, thereby eliminating any possibility of surprises from this segment of the portfolio in the
future. The rehabilitation of North American Operations has been a multi-year and costly effort, but we are starting to see our portfolio
strategy emerge and believe this persistent reshaping will prove to be beneficial to all QBE stakeholders.

1 Source: Munich Re, 4 January 2018.



Leadership transition

2017 was a landmark year for QBE with the appointment of Pat Regan as Group Chief Executive Officer from 1 January
2018 following a four month leadership transition. The Board is grateful to John Neal for his dedication and leadership
over five years as Group Chief Executive Officer as he led the business through a significant transformation during a
very challenging period for the insurance industry globally. QBE is a demonstrably better organisation today thanks to
John’s leadership and | am confident future financial results will benefit from his past stewardship.

In the year prior to his appointment as Group Chief Executive Officer, Pat Regan led the strong turnaround in
Australian & New Zealand Operations, and the Board supports his plans to apply a similar approach to performance
management across all of QBE’s operations. In his previous role as Group Chief Financial Officer, Pat was pivotal in
strengthening the balance sheet and enhancing the Group’s capital management discipline.

Alongside the appointment of a new Group Chief Executive Officer, the Group Executive Committee has been
strengthened following three external appointments in the last half year. David McMillan (Group Chief Operations
Officer) and Michael Ford (Group Chief Financial Officer) joined QBE in September 2017, bringing a wealth of
experience from the insurance and broader financial services sectors. In early 2018 Vivek Bhatia, a seasoned
insurance executive with management consulting experience in restructuring and transformation, was appointed
to replace Pat as Chief Executive Officer of Australian & New Zealand Operations.

Capital strength

Achieving the right balance between prioritising QBE’s capital strength and rewarding shareholders is an ongoing
priority for the Board. Shareholders would recall that a strong balance sheet and positive outlook for cash remittances
from the divisions enabled us to revise the dividend policy in 2016 to allow for “up to 65% of cash profit” to be paid out
as dividends, while more recently we commenced a program of buying back shares in QBE.

The Group’s financial performance shaped our approach to capital management during the year. In the first half the
Group generated a substantial cash profit, and the dividend of 22 Australian cents per share represented a payout ratio
of 61%. During the second half of 2017 we purchased A$139 million of QBE shares under the buyback, resulting in the
cancellation of 0.9% of the Group’s issued capital.

Due to adverse catastrophe experience a significant loss was recorded for the second half on a cash basis and the
Board had this in mind, as well as our confidence in the Group’s future earnings prospects, when declaring a reduced
final 2017 dividend of four Australian cents per share.

The Board is aware that the dividends QBE pays are highly valued by many of our shareholders but we are also
mindful of the overriding importance of ensuring the Group balance sheet remains robust when measured against
both regulatory and rating agency capital requirements.

Our dividend policy remains unchanged for 2018.

We remain committed to the three-year share buyback announced in February 2017; however, we intend taking a
considered approach in the near term.

Looking to the future

While our European and Australian & New Zealand Operations delivered strong results, aspects of QBE'’s
performance in 2017 were unsatisfactory and your Board is taking the necessary steps to improve the Group’s
performance in coming years.

There are now signs of a modest recovery in the commercial insurance market in the northern hemisphere after years
of weakness, with premium rates in some classes starting to adjust for the catastrophe losses of 2017. At the same
time, there are tangible signs of rising global interest rates which, if sustained, bode well for future investment returns.

Although there are some encouraging signs, Pat Regan and his management team are not relying on an improving
external landscape. Their focus is on “Brilliant Basics” — improving underwriting quality, pricing and claims handling
while simplifying the business portfolio and improving efficiency across QBE’s operations. Investing in technology and
accelerating the pace of innovation will have a substantial role to play. Both the Board and management are committed
to moving expeditiously, with the required decision-making to deliver on our plans and on QBE’s potential.

In closing, | would like to thank shareholders. QBE has been through a period of challenge and change with financial
results that are below expectations. We expect better and more consistent results in the future that will reward your
continued support. We also acknowledge the hard work of QBE employees around the world, for their commitment
to supporting the management team and the company as we finalise, and commence implementation of, a refreshed
strategic plan.

W. Marston Becker
Chairman
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2017 snapshot’

Shareholder
highlights Financial highlights

Dividend per share (A¢) Combined operating ratio (COR) (%) Net (loss) profit after income tax (US$M)

26 104.8% | (1,249)

2016 94.0% © 248% from 2016
2017

2016
Gross earned premium
by class of business 2015
2014

. u
60 ‘ 2013

Insurance (loss) profit (US$M)

Dividend payout (A$M)

2013 2014 2015 2016 2017
@ Dividend per share (A¢)
= Dividend payout (A$M) 2017

(]

@ Commercial & 297
o 52% from 2016 domestic property Underwriting

@ Motor & motor casualty  17.7 result (US$M)
Agriculture 1n7
@ Public/product liability 104
(Loss) earnings per share (US¢) Professional indemnity 7.1 . 2016

Workers' compensation 7.1 . Insurance
(loss) profit

@ Marine energy & aviation 6.4 . Underwriting
Accident & health 51 4 ©186%from2016 @ reau
[ ) q: @ Financial & credit 38 y

Other 10
2016 61.6¢
Net earned premium by type

Net earned premium (Us$m) .
Return on average O direct apd
shareholders’ funds %) A :‘ggﬂ:’gag::\ge
(y 12 041
(13 00) (0] 9

7(y inward
2016 8.1% @ 9% from 2016 O reinsurance

1 The information in the tables above is extracted or derived from the Group’s audited financial statements. The Group Chief Financial Officer’s report
sets out further analysis of the results to assist in comparison of the Group’s performance against 2017 targets provided to the market.



Operational highlights

Investments and cash at 31 December 2017 (US$M)

2327
26’141M @ Corporate bonds 50.7

® Government bonds 213
Short-term money 13.2
@ Property trusts/ 4.2

‘ ‘ investment property
‘ Infrastructure assets 35

@ Cash
Infrastructure debt

@ Equities 20
Emerging market debts 0.4
and equities

@ Private equity

© Unittrusts

O Alternatives

O Highyyield debt

Divisional analysis of net earned premium (%)

2017

@ North American Operations
@ European Operations

@ Australian & New Zealand
Operations

@ Asia Pacific Operations
Latin American Operations
@ Equator Re

Countries of operation

Bermuda

Environmental
and social highlights

Carbon emissions
reduction

7%

from 2016

QBE leadership academy

2573 i 1ii

graduates in total

Premiums4Good (US$M)

$45501

total invested

total investments

Included as a member
of the 2018 Bloomberg
Gender-Equality Index

: Bloomberg :
% Gender-Equality

\l/
o

Grants and donations
to charities (US$M)

$4.39v

Charities supported

350"
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Group Chief Executive Officer’s report

Towards a
stronger and
simpler QBE

At the start of 2018 I was honoured to become Group Chief
Executive Officer and to commence an accelerated reshaping of the
company'’s strategic focus to create a stronger and simpler QBE. My
appointment came at a challenging time with the Group recording an
underwriting loss in 2017 due largely to the unprecedented severity
of weather-related catastrophes, coupled with a material decline in
the performance of our Asia Pacific and Latin American Operations.

Over the last four months | have worked with my Group Executive Committee colleagues to put together a program
of work that | am confident will simplify the Group, improve performance and reduce volatility. While the program
certainly draws on elements that were successful in the turnaround of Australian & New Zealand Operations, it has
been designed for the needs of QBE overall.

The key elements of the program are as follows:

Simplify QBE

While QBE has a number of strongly performing businesses in major insurance markets, our portfolio remains diverse
both in terms of geography and product mix. There is scope to simplify the business to ensure we operate only in
markets and products where we have a competitive advantage and can deliver profitable growth. Following a strategic
review of our footprint in Latin America, we have decided to exit the region in order to focus on our core markets and
to improve the quality and consistency of our results.

Brilliant Basics

The basics of insurance — underwriting, pricing and claims — need to be performed at a consistently high standard
in every market in which we operate and across every product we underwrite. We do have areas of expertise and
strength in parts of our business and our objective is to consistently deliver excellence in these core areas across
the Group. | am confident that with a relentless commitment to getting the basics right, improvements in the quality
and predictability of our earnings will naturally follow.

Drive performance improvement

The same rigorous approach we employed in Australian & New Zealand Operations to assess the quality of all parts
of that business will be implemented across the Group. This will involve regular reviews of discrete business “cells”
to identify strengths and weaknesses, develop strategies and specific plans for performance improvement and make
decisions about the overall structure of our portfolio.

Cost and efficiency

We have delivered significant cost reductions in recent years, but there is more to be done. The simplification of our
portfolio will facilitate some cost reduction as will the ability to leverage savings from the investment in better tools
and systems for our staff.



Further reposition North American Operations

To deliver on QBE’s potential we need North American Operations to perform at a similar level to European
Operations and Australian & New Zealand Operations, both of which delivered 2017 results consistent with their
market-leading positions. In recent months we have conducted a detailed review of the North American business,
including an assessment of its capabilities across the Brilliant Basics areas of pricing, underwriting and claims, along
with a review of its strategic focus to identify the market segments in which we have the capabilities to grow profitably.
We see significant opportunities to further transform and refocus the business to improve underwriting results.

Remediate Asia

Improving the performance of Asia Pacific Operations is a high priority for 2018. QBE has had a presence in some
Asian markets for more than 100 years and the region is important to us. While the division reported an unsatisfactory
combined ratio of 115.3% in 2017, approximately half of the underwriting loss relates to issues in the Hong Kong
workers’ compensation business. Improved pricing and risk selection in a number of key portfolios will now be a focus
as we work towards a more acceptable performance.

Customer focus

Sound progress has been made in institutionalising a customer-centric approach in recent years; however, there is
scope to leverage existing strengths to form closer client relationships. Better co-operation across QBE will be key
to our success, building upon existing industry vertical and practice group structures to develop better systems for
identifying new customers and to identify opportunities for providing clients with better outcomes.

Innovation

Developments in technology and data science will have enormous ramifications for the insurance industry in the
coming years and at QBE we know we need to innovate faster than ever before. In 2017 we made significant progress
in building our internal data science capability and forming our first two partnerships with technology start-ups that
have developed solutions directly relevant to our business, both involving the application of artificial intelligence.

We have only just started this journey and QBE’s commitment to innovation will increase in 2018 and beyond.

Technology

Our technology roadmap will be aligned to support the Brilliant Basics initiative with a focus on enhancing our systems
to support the use of complex pricing models, improve risk selection and increase the use of data throughout our
underwriting processes. In addition to Brilliant Basics enablement, we will be increasing the use of digital solutions
and automation to deliver efficiencies, along with improvements in platform stability and upgrades to our cyber
security capability.

Talent and culture

We are embedding a culture that mirrors and supports our objectives for QBE. To drive the right behaviours across
the Group, a new set of values will be introduced that place greater emphasis on diversity and being customer-led,
technically excellent, collaborative, accountable, energetic and decisive.

In closing, | am confident that the program of work we have established to meaningfully transform our business has
sound foundations and | look forward to reporting to you on our progress as we set out to deliver better outcomes
for our stakeholders.

Pat Regan
Group Chief Executive Officer
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Group Chief Executive Officer’s report

Outlook for 2018

2018 targets:

Combined operating ratio:

95.0%

to

97.5%"

Investment return:

2.5%

to

3.0%°

Following an extended period of declining premium
rates, particularly in European Operations and to a
lesser degree North American Operations, we welcome
the modest improvement in premium pricing now
occurring as aresult of the recent catastrophe activity.

Although we expect the market to remain competitive, we are observing low to
mid-single digit premium rate increases across our European Operations and
anticipate low single digit premium rate increases in our North American Operations.
Pricing is expected to remain firm in Australian & New Zealand Operations, albeit
increasingly targeted towards poorer performing classes of business, particularly
commercial property. We expect market conditions to remain challenging in Asia,
particularly in Hong Kong and Singapore; however, we will sacrifice top-line to drive
appropriate premium rate increases across our Asia Pacific portfolio.

The Group is targeting a combined operating ratio range of 95.0-97.5%. This
assumes more normal catastrophe experience (within the tolerances allowed

for by the Group’s aggregate reinsurance protection) coupled with a targeted
improvement in the attritional claims ratio reflecting premium rate increases, global
implementation of the cell performance review discipline and specific remediation
initiatives, particularly in Asia Pacific and North American Operations.

Although we are targeting additional operational cost efficiencies, the Group’s
underwriting expense ratio is expected to remain broadly stable in 2018 due to
a likely further reduction in fee income and planned investment in growth and
other strategic initiatives.

We are targeting a net investment return of around 2.5-3.0% reflecting an expectation
that our fixed income portfolio will deliver slightly above its current running yield of
around 2% and growth assets will generate overall returns of around 7%.

1 Assumes risk-free rates as at 31 December 2017.

2 Includes the results of operations in Latin America which will be presented as discontinued
operations in the 2018 statement of comprehensive income.



Our priorities
2018

Simplify
QBE

Brilliant
Basics

Deliver the
2018 plan

Further
reposition
North
America

Remediate
Asia

Talent and
culture

Build for
the future

Reduce complexity across the business and only operate in
markets and products where we have a distinct advantage
and can grow profitably.

Underwriting, pricing and claims form the ‘basics’ of what we do
as a business and we will focus on doing each of these brilliantly.

Drive rigorous performance management through detailed cell
reviews. Deliver our targeted combined operating ratio range of
95.0-97.5% and, in particular, improve the attritional claims ratio
through better risk selection, pricing and claims outcomes.

We need our North American business to deliver improved
underwriting results at a similar level to our European and
Australian & New Zealand Operations and we see significant
opportunities to further transform and refocus this business.

Improve pricing and risk selection in a number of key
portfolios and work towards a more acceptable performance
in our Asia Pacific Operations.

Embed a culture that supports our objectives and drives the
right behaviours. Introduce a new set of values that place
greater emphasis on being fast-paced, accountable, technically
excellent, decisive, diverse, customer-led and collaborative.

To build a successful company for the future we need to be
innovative and customer focused while delivering on a clear
technology roadmap.
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Group Chief Financial Officer’s report

Financial and
operations
overview

Record catastrophe activity, reduced favourable prior accident year claims
development and unacceptable results in Asia Pacific and Latin American
Operations drove an underwriting loss despite improved cost efficiency.

General overview

My commencement as Group Chief Financial Officer coincided with the appointment of Pat Regan as the Group’s Chief
Executive Officer. During these early months, a key focus for me has been working with the Group Executive Committee
to develop the program of work which you will have read about in Pat’'s Chief Executive Officer’s report and referenced
in the Chairman’s message.

The program’s near-term focus is on reducing complexity, simplifying the portfolio and delivering underlying
performance improvement. One important focus of mine, which is critical to our performance improvement ambitions,
is the successful rollout and implementation across the Group of the “Cell Performance Review” discipline which has
been successfully implemented in Australian & New Zealand Operations.

As has been the case in Australian & New Zealand Operations, implementation of cell reviews will drive greater
accountability for divisional performance down to a more granular level, ensuring that performance improvement plans
are not only realistic but are also being successfully executed. Performance monitoring will take place by way of a
structured timetable of cell reviews to ensure there is stronger accountability, more timely decision making and that all
cells in our business have strong performance improvement plans and a disciplined approach to execution.

The rollout and implementation of cell reviews, including the consistent and accurate global reporting of cell
performance, is one of my key priorities in 2018.

Consistent with our objective of reducing complexity and simplifying the portfolio, we have decided to exit our
Latin American Operations which will see QBE reduce its geographic footprint and focus its ambition on being an
“international” as distinct from a “global” insurer, with meaningful operations in the major insurance market hubs.

With respect to the recently announced 2017 results, | would like to discuss three broad areas:
1. Financial performance.
2. Investment strategy and performance.

3. Financial strength and capital management.



1. Financial performance

QBE reported a statutory net loss after tax of $1,249 million compared
with a net profit after tax of $844 million in 2016.

The headline after tax loss included two significant non-cash items:

a $700 million North American goodwill impairment charge and

a $230 million write down of the carrying value of the deferred tax asset
in our North American Operations due to a reduction in the US corporate
tax rate to 21% from 35%. Both items are discussed in more detail later
in my report.

Excluding these and other non-cash items, the loss after tax on a cash basis

was $258 million and compares with a cash profit of $898 million in 2016.

The Group’s combined operating ratio increased to 104.1% "2:3, from
93.7% 134 in the prior year, primarily due to extreme catastrophe
experience, a significantly reduced level of positive prior accident year
claims development and an increase in the attritional claims ratio, which
more than offset an improved combined commission and expense ratio.

Excluding the net cost of large individual risk and catastrophe claims
in excess of the Group’s aggregate reinsurance limit, the 2017 combined
operating ratio would have been 98.2% %23,

From my perspective, the key themes to emerge from the 2017 full year
result are set out below:

(a) North American Operations heavily impacted by

catastrophes and claims reserve strengthening
North American Operation’s result was heavily impacted by second
half catastrophes including Hurricanes Harvey, Irma and Maria and
the Californian wildfires. Excluding the cost of large individual risk and
catastrophe claims in excess of the division’s aggregate reinsurance
limit, North American Operations delivered a combined operating ratio
of 102.2% '3, up from 98.5% '3 in the prior year. The deterioration in
the underwriting result reflected a more normal Crop result following
an outstanding 2016, coupled with an increase in the attritional claims
ratio due to adverse weather-related claims and generally competitive
pricing conditions.

During 2017, we completed a further loss portfolio transfer (LPT) which,
together with the LPT undertaken in 2016, has removed in excess of
$850 million of potentially volatile claims liabilities from our balance
sheet. The LPTs, coupled with a $116 million second half claims reserve
strengthening, lay a stronger foundation for improved profitability and
reduced earnings volatility as we progress into 2018.

(b) Deterioration in Asia Pacific Operations due to
lapse in underwriting discipline

Asia Pacific Operations reported an unacceptable combined operating
ratio of 115.5% ', up from 95.6% ' in the prior period. The result includes

a material increase in attritional claims activity across a number of portfolios

and territories but especially in Hong Kong workers’ compensation and

in property and marine classes in Hong Kong, Singapore and Indonesia.
In addition to the competitive market landscape, the heightened attritional
claims activity in these portfolios reflects a disappointing lapse in risk
selection and underwriting discipline that led to an increase in exposure
to higher hazard risks.

The Hong Kong workers’ compensation portfolio contributed around
half of the division’s $100 million underwriting loss, including a material
strengthening of prior accident year claims reserves.

1 Excludes the impact of changes in risk-free rates used to discount net
outstanding claims.

2 Excludes one-off adverse impact on the Group’s underwriting result due

to the Ogden decision in the UK.

Excludes transactions to reinsure US liabilities.

4 Excludes transactions to reinsure UK liabilities.
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Group Chief Financial Officer’s report

(c) Continued solid results in European Operations despite reduced positive prior accident year
claims development

Despite challenging market conditions and significant exposure to the catastrophes in North America and the Caribbean, European
Operations once again produced a strong underwriting result reporting a combined operating ratio of 95.2% *2 reflecting the
maintenance of strong underwriting discipline and especially strong reinsurance protections. The result was assisted by $141 million 2
of favourable prior accident year claims development, albeit down on the prior year.

While premium rates reduced further during the year, the pace of decline slowed significantly and the recent January 2018 renewals
give some early cause for optimism that the extended soft pricing cycle has abated.

(d) Further improvement in Australian & New Zealand Operations

Performance improvement in Australian & New Zealand Operations remains focused on premium rate increases, tightened terms
and conditions, improved underwriting discipline and claims management initiatives, all of which are now embedded in to the cell
performance review process. Premium rate increases averaged 6.1% (excluding NSW CTP where regulatory reforms are driving
reduced small claims frequency leading to significant premium rate reductions). Premium retention was stable at around 82%,
consistent with a market-wide upswing in premium rates.

As foreshadowed, our Lenders’ Mortgage Insurance (LMI) business reported a higher combined operating ratio consistent with

a cyclical slowdown in the Australian mortgage insurance industry. Notwithstanding reduced LMI earnings, Australian & New Zealand
Operations’ combined operating ratio improved to 92.0% ' from 92.4% " in the prior period, underpinned by a 1.8% improvement

in the attritional claims ratio or 2.5% excluding LMI.

2. Investment strategy and performance
Our investments delivered a net return of 3.2% compared with 2.9% in the prior year.
Investment performance in 2017 exceeded expectations, with the fixed income portfolio benefiting from credit spread compression

throughout the year and growth assets delivering very strong returns. Tactical positioning during the year added value beyond the
underlying asset class performances, as we held more credit early in the year and less duration in the second half.

Exposure to growth assets peaked at 13.2% of total investment assets in April; however, after an especially strong performance,
was reduced to 10.2% at year end.

3. Financial strength and capital management

While the Group’s capital position remains strong when measured against both regulatory and rating agency capital requirements,
severe second half catastrophe experience coupled with dividends paid and the share buyback resulted in our APRA PCA multiple
falling to 1.64x at 31 December 2017 from 1.76x a year earlier.

Following a material strengthening of risk margins and completion of the LPT, the probability of adequacy (PoA) of outstanding claims
increased from 89.5% to 90.0%, the mid-point of our benchmark 87.5-92.5% PoA range.

Cash remittances from the operating divisions remained strong at $1,022 million compared with $1,106 million in the prior period.
Dividend coverage remains very strong at 1.8x.

Group head office cash flows

FOR THE YEAR ENDED 31 DECEMBER 2017 2016

US$M US$M
Opening head office cash balance 1,007 845
Total divisional remittances 1,022 1,106
Net interest on parent entity borrowings (196) (81)
Gross organic cash flow 826 1,025
Dividends paid (570) (535)
Net organic cash flow 256 490
Other (including share purchases) (228) (328)
Closing head office cash balance 1,035 1,007

As noted in February 2017, QBE established a three-year cumulative on-market share buyback facility of up to A$1 billion, with
a current target of acquiring not more than A$333 million in any one calendar year. During 2017, QBE purchased A$139 million
of QBE shares resulting in the cancellation of 13 million shares or 0.9% of issued capital.

Whilst we remain committed to the share buyback, we intend to adopt a considered approach, especially in the first half of 2018 as we
look to gradually increase our PCA multiple within our 1.6—1.8x benchmark range.

1 Excludes the impact of changes in risk-free rates used to discount net outstanding claims.
2 Excludes one-off adverse impact on the Group’s underwriting result due to the Ogden decision in the UK.



Operating and financial performance
Summary income statement

ADJUSTED
STATUTORY RESULT ADJUSTMENTS RESULT
FOR THE YEAR ENDED 31 DECEMBER 2017 2016 2017 2016 2017 12 2016234

US$M US$M US$M US$M US$M US$M
Gross written premium 14,191 14,395 - (307) 14,191 14,088
Gross earned premium 14,446 14,276 — (413) 14,446 13,863
Net earned premium 12,041 11,066 417 570 12,458 11,636

Net claims expense (8,537) (6,442) (297) (581) (8,834) (7,023)

Net commission (2,116) (2,034) - - (2,116) (2,034)

Underwriting and other expenses (1,961) (1,922) 2 - (1,959) (1,922)
Underwriting result (573) 668 122 (11) (451) 657
Net investment income on policyholders' funds 475 407 - — 475 407
Insurance (loss) profit (98) 1,075 122 (11) 24 1,064
Net investment income on shareholders' funds 337 339 - - 337 339

Financing and other costs (305) (294) - - (305) (294)
Losses on sale of entities (6) - - - (6) -

Unrealised losses on assets held for sale - (3) - - - (3)
Share of net losses of associates (1) - - - 1) -

Amortisation and impairment of intangibles (752) (45) 700 - (52) (45)
(Loss) profit before income tax (825) 1,072 822 (11) (3) 1,061

Income tax expense (428) (228) 199 - (229) (228)
(Loss) profit after income tax (1,253) 844 1,021 (11) (232) 833
Non-controlling interest 4 - - - 4 -
Net (loss) profit after income tax (1,249) 844 1,021 (11) (228) 833

1 Excludes one-off adverse impact on the Group’s underwriting result due to the Ogden decision in the UK.
2 Excludes transactions to reinsure US liabilities.

3 Excludes M&LS fronting.

4 Excludes transactions to reinsure UK liabilities.

Overview of the 2017 result

The 2017 adjusted result in the preceding table shows the statutory result excluding the following items which materially distort key
performance indicators:

+ a $139 million increase in the Group’s net central estimate of outstanding claims reflecting the reduction in statutory discount rates
applicable to UK personal injury liabilities (the Ogden decision) and a related $2 million reinsurance charge with an associated
$31 million tax benefit — refer European Operations’ commentary on page 29;

« a transaction to reinsure US commercial auto run-off liabilities which reduced net earned premium by $415 million and net claims
expense by $436 million while adversely impacting underwriting expenses by $2 million. Although having only a minor impact on
net profit, the transaction impacts year-on-year comparison of net earned premium and underwriting ratios, depressing the net
claims ratio and inflating the combined commission and expense ratio;

« a $700 million non-cash impairment charge as discussed in the intangible assets section on page 21; and

« a $230 million non-cash write down of the deferred tax asset in our North American Operations following the recently enacted
reduction in the US corporate tax rate to 21% from 35%.

Similarly, the 2016 statutory profit in the preceding table is presented after excluding the following items that also materially distort
key performance indicators:

« transactions to reinsure legacy US multi-line property and casualty (program) run-off liabilities and long-tail UK liabilities, which
together reduced net earned premium by $570 million and net claims expense by $581 million. Although only having a minor impact
on net profit, the transactions impact year-on-year comparisons of net earned premium and underwriting ratios, depressing the net
claims ratio and inflating the combined commission and expense ratio; and

» M&LS was sold in 2015; however, we continued to front this business on a progressively reducing basis until March 2017, with no
impact on net premium or profit (and an immaterial impact on gross written premium in 2017).

Unless otherwise stated, the profit and loss and underwriting result commentary following refers to the Group’s result on the basis
described above.
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The Group incurred a 2017 pre-tax loss of $3 million, compared with a pre-tax profit of $1,061 million in the prior year, primarily
reflecting a $772 million increase in the net cost of large individual risk and catastrophe claims and a $329 million reduction in
the contribution from positive prior accident year claims development.

The Group’s effective tax rate was materially distorted by significant catastrophe claims in our North American Operations, where an
already substantial deferred tax asset precluded recognition of further tax losses, as well as in Equator Re. Tax expense was incurred
in the profitable Australian & New Zealand and European Operations. As a result, the Group recognised $229 million of tax expense
against a $3 million pre-tax loss which, in addition to the operational profit drivers, contributed to a net loss after tax of $228 million
compared with a net profit after tax of $833 million in the prior year.

Excluding amortisation of intangibles and other non-cash items, the Group incurred a loss after tax on a cash basis of $258 million
compared with an $898 million cash profit reported in the prior year.

On a constant currency basis, gross written premium increased by 0.5% while net earned premium grew by 7%, partially reflecting
reduced reinsurance expense.

The combined operating ratio increased to 104.1% ' from 93.7% ' in the prior year, primarily due to adverse catastrophe experience
which saw the net cost of large individual risk and catastrophe claims increase to 14.6% of net earned premium from 9.1% in the
prior year. The combined operating ratio was also adversely impacted by a reduced level of positive prior accident year claims
development coupled with a largely Crop driven increase in the attritional claims ratio (following an outstanding Crop result in 2016),
which more than offset an improved combined commission and expense ratio.

Excluding the net cost of large individual risk and catastrophe claims retained in excess of the Group’s aggregate reinsurance
protection, the 2017 combined operating ratio would have been 98.2% .

The net investment return on policyholders’ funds increased to 3.0% from 2.6% in the prior year, contributing 3.8% to the insurance
profit margin compared with 3.5% in 2016. Returns were enhanced by mark-to-market gains on sovereign and corporate bonds
coupled with strong growth/risk asset returns partially offset by foreign exchange losses, while the prior year benefited from significant
foreign exchange gains.

The Group reported an insurance profit of $24 million, down significantly from $1,064 million in the prior year. The insurance profit
margin fell to 0.2% from 9.1% in the prior period.

Investment income on shareholders’ funds was broadly stable at $337 million. Stronger underlying returns were offset by the
non-recurrence of significant prior year foreign exchange gains.

Financing and other costs increased to $305 million from $294 million in the prior year, including costs associated with the settlement
of the class action which more than offset reduced interest costs following significant refinancing activities over the past two years.

1 Excludes the impact of changes in risk-free rates used to discount net outstanding claims.

Cash profit
FOR THE YEAR ENDED 31 DECEMBER 2017 2016
US$Mm US$M
Cash (loss) profit before tax (37) 1,147
Tax expense on cash profit (225) (249)
Loss attributable to non-controlling interest 4 -
Net cash (loss) profit after tax (258) 898
Losses on sale of entities after tax (4) -
Amortisation and impairment of intangibles after tax (757) (54)
Write down of deferred tax asset (230) -
Net (loss) profit after income tax (1,249) 844
Return on average shareholders' funds (13.0)% 8.1%
Basic earnings per share — cash basis (US cents) (18.9) 65.5
Dividend payout ratio (percentage of cash profit) ? na 61%

1 $31 million of pre-tax amortisation expense is included in underwriting expenses (2016 $29 million).
2 Dividend payout ratio is calculated as the total AUD dividend divided by cash profit converted to AUD at the average rate during the period.



Premium income
Gross written premium increased marginally to $14,191 million compared with $14,088 million in the prior year.

On an average basis and compared with 2016, sterling depreciated against the US dollar by 5% while the Australian dollar and
Euro appreciated by 3% and 2% respectively. Currency movements favourably impacted gross written premium by $36 million
relative to the prior period.

Gross written premium increased by 0.5% on a constant currency basis, reflecting modest growth in North American and European
Operations coupled with inflation-led growth in Argentina, largely offset by a slight decline in Australian & New Zealand and Asia
Pacific Operations.

Assisted by firming market conditions in Australian & New Zealand Operations, overall premium rate momentum turned positive
during the year. Group-wide premium rate increases averaged 1.7% ' compared with an average reduction of 0.5% ' in 2016.
Although remaining highly competitive and still below the level of claims inflation, pricing conditions improved in North American and
European Operations while deteriorating in Asia Pacific Operations.

North American Operations reported an underlying 1% 2 increase in gross written premium, assisted by an average premium rate
increase of 0.7% compared with flat in the prior year. Continued strong growth in Specialty coupled with increased Crop income
following higher commaodity prices, higher coverage demand and policy count growth were partly offset by a reduction in Property &
Casualty income. This reduction followed the 2016 decision to exit mono-line commercial auto insurance and the mid-year termination
of a heavily property catastrophe exposed condominium program.

European Operations’ gross written premium was up 0.4% on a constant currency basis. This is a solid outcome given the competitive
pricing landscape that saw an average premium rate reduction of 0.2% during the year, an improvement on the average premium rate
reduction of 2.4% experienced in the prior year.

Australian & New Zealand Operations reported a 1% reduction in gross written premium on a constant currency basis. An average
premium rate increase of 5.3% compared with 1.2% in the prior year coupled with broadly stable retention was offset by a significant
and targeted reduction in new business volumes in selected classes of business.

Asia Pacific Operations’ gross written premium fell 3% on a constant currency basis, consistent with increased competitive pressure
as evidenced by average premium rate reductions of 2.3% compared with 0.1% in the prior year. A targeted reduction in Hong

Kong workers’ compensation and marine business in Singapore and Indonesia, coupled with increased lapses in Thailand post the
announcement of our intention to sell, more than offset personal lines premium growth through the Manulife distribution relationship.

Latin American Operations’ gross written premium grew 4% on a constant currency basis, underpinned by an average premium rate
increase of 10.1% (largely driven by Argentine motor inflation) compared with 4.1% in the prior year, partially offset by the mid-year
sale of the Chilean business and contraction in Ecuador due to soft market pricing and a weak economy.

Net earned premium increased 7% on a constant currency basis, partially reflecting reduced reinsurance spend following the
renegotiation and restructuring of the Group’s 2017 reinsurance protections.

1 Group premium rate movements exclude Latin America where high inflation distorts the headline premium rate movements.
2 Excludes $142 million of Latin American premium income fronted on behalf of Equator Re in 2016.

Underwriting performance
Key ratios — Group

FOR THE YEAR ENDED 31 DECEMBER 2017 2016

STATUTORD/Y ADJUSTEOI/) 1.2 STATUTORH/Y ADJ USTEO/D 2,3
Net claims ratio 70.9 70.9 58.2 60.4
Net commission ratio 17.6 17.0 18.4 17.5
Expense ratio 16.3 15.7 17.4 16.5
Combined operating ratio 104.8 103.6 94.0 94.4
Adjusted combined operating ratio 4 105.4 1041 93.2 93.7
Insurance (loss) profit margin (0.8) 0.2 9.7 9.1
1 Excludes one-off adverse impact on the Group’s underwriting result due to the Ogden decision in the UK.
2 Excludes transactions to reinsure US liabilities.
3 Excludes transactions to reinsure UK liabilities.
4 Excludes the impact of changes in risk-free rates used to discount net outstanding claims liabilities.
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Divisional performance
Contributions by region

INSURANCE (LOSS)

GROSS WRITTEN NET EARNED COMBINED PROFIT BEFORE
PREMIUM PREMIUM OPERATING RATIO INCOME TAX

FOR THE YEAR ENDED 31 DECEMBER 2017 2016 2017 2016 2017 2016 2017 2016

US$M UssMm Ussm US$M % % US$M UssMm
North American Operations 4,556 4,647 3,541 3,318 108.8 97.8 (236) 155
European Operations 4,049 4,076 3,212 3,115 93.4 93.6 335 314
Australian & New Zealand Operations 4,024 3,933 3,480 3,410 91.9 92.7 438 418
Asia Pacific Operations 740 765 653 615 115.3 95.6 (93) 34
Latin American Operations 863 867 715 713 113.2 102.9 (49) 39
Equator Re 1,580 1,349 847 468 141.3 70.7 (323) 164
Equator Re elimination ! (1,567) (1,349) - - - - - -
Corporate adjustments (54) (200) 10 3) - - (48) (60)
Group adjusted 14,191 14,088 12,458 11,636 103.6 94.4 24 1,064
Ogden adjustments 2 - - (2) - 1.2 - (141) -

M&LS fronting 3 = 307 = - _
(415) (570) - (0.4) 19 11

Reinsurance transactions 4° - -

Group statutory 14,191 14,395 12,041 11,066 104.8 94.0 (98) 1,075
Direct and facultative 13,152 13,369 11,161 10,219 104.5 94.3 (60) 958
Inward reinsurance 1,039 1,026 880 847 108.3 90.0 (38) 117
Group statutory 14,191 14,395 12,041 11,066 104.8 94.0 (98) 1,075

1 Non-eliminated Equator Re gross written premium relates to minority interests in Lloyd’s Syndicate 386.

2 One-off adverse impact on the Group’s underwriting result due to the Ogden decision in the UK.

3 The M&LS fronting transaction incepted on 1 October 2015 and had no subsequent impact on the net underwriting result or insurance profit.
The transaction was terminated in March 2017.

4 Transactions to reinsure US liabilities.

5 Transactions to reinsure UK liabilities.

Incurred claims

The Group’s net claims ratio deteriorated to 70.9% from 60.4% in the prior year, reflecting a significant increase in the net cost of
catastrophe claims, a higher attritional claims ratio and a reduced level of favourable prior accident year claims development, partially
offset by an increase in the impact of risk-free rates used to discount net outstanding claims.

The table below provides a summary of the major components of the net claims ratio.

Analysis of net claims ratio

FOR THE YEAR ENDED 31 DECEMBER 2017 2016
STATUTOR’O/Y ADJUSTEgm STATUTOl'\'u/Y ADJUSTEO/D“

Attritional claims 56.2 54.3 54.9 52.2
Large individual risk and catastrophe claims 15.2 14.6 9.6 91
Impact of reinsurance transactions (0.7) - - -
Claims settlement costs 3.2 3.2 29 2.8
Claims discount (2.5) (2.5) (1.9) (1.9)
Net incurred central estimate claims ratio (current accident year) 71.4 69.6 65.5 62.2
Changes in undiscounted prior accident year central estimate (0.3) (0.3) (3.3) (3.1)
Impact of reinsurance transactions (2.9) - (5.2) -
Impact of Ogden 1.2 - - -
Changes in discount rates (0.6) (0.5) 0.7 0.7
Movement in risk margins 0.7 0.8 (1.2) (0.8)
Other (including unwind of prior year discount) 1.4 1.3 1.7 1.4
Net incurred claims ratio (current financial year) 70.9 70.9 58.2 60.4

1 Excludes one-off adverse impact on the Group’s claims incurred due to the Ogden decision in the UK.
2 Excludes transactions to reinsure US liabilities.
3 Excludes transactions to reinsure UK liabilities.
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Excluding Crop insurance, the attritional claims ratio increased to 52.4% from 51.9% in the prior year. A 1.8% improvement in
Australian & New Zealand Operation’s attritional claims ratio following repricing coupled with strengthened underwriting discipline
and claims initiatives, was more than offset by deterioration elsewhere. o
2o
North American Operation’s attritional claims ratio (excluding Crop) increased 1.6% primarily due to an increased frequency of o=
non-catastrophe weather-related claims as well as business mix changes due to the growing contribution from Specialty that ,SDE
ordinarily operates at a higher attritional claims ratio. 2 §
o

European Operations’ attritional claims ratio increased 1.1% reflecting higher underlying attritional claims activity in segments of
the property portfolio, business mix changes and a number of temporary impacts including the Ogden decision, additional one-off
reinsurance expense and the post-Brexit devaluation of sterling.

N

Asia Pacific Operations’ attritional claims ratio increased by 9.1% due to price competition and a disappointing lapse in risk
selection and underwriting discipline. This led to an increase in exposure to higher hazard risks, particularly in property and marine
in Singapore and Indonesia as well as workers’ compensation in Hong Kong.
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Latin American Operations’ attritional claims ratio increased 1.7% due to Brazilian travel insurance, Colombian SOAT and a
heightened frequency of medium-sized claims in Mexico.

Equator Re’s attritional ratio increased 6.6% due to growth in proportional business which ordinarily operates at a higher attritional

claims ratio relative to excess of loss business. Q
<
Analysis of attritional claims ratio &
Q
FOR THE YEAR ENDED 31 DECEMBER 2017 2016 5
NEP ATTRITIONAL NEP ATTRITIONAL
ussm % US$M %
Rest of portfolio 11,507 52.4 11,093 51.9
Crop insurance 951 77.5 543 59.0 b3 g
QBE Group 12,458 54.3 11,636 52.2 5‘ 8_
9
]
Large individual risk and catastrophe claims net of reinsurance are summarised in the table below. o
Large individual risk and catastrophe claims
FOR THE YEAR ENDED 31 DECEMBER 2017 COST % OF
ussm NEP o
Total catastrophe claims 1,227 9.8 »‘g" g
Total large individual risk claims 601 4.8 - 8
Total large individual risk and catastrophe claims 1,828 14.6 =
FOR THE YEAR ENDED 31 DECEMBER 2016 COST % OF
ussm NEP
Total catastrophe claims 439 3.8 -0
Total large individual risk claims 617 5.3 g. =
Total large individual risk and catastrophe claims 1,056 9.1 é %
The total net cost of catastrophe claims increased to $1,227 million or 9.8% of net earned premium from $439 million or 3.8% g'

in the prior year, with particularly adverse experience in North American Operations, Equator Re and European Operations
(due to hurricanes Harvey, Irma and Maria and the Californian wildfires) and, to a lesser degree, Australian & New Zealand
Operations (largely due to Cyclone Debbie and above average storm frequency).

The total net cost of large individual risk claims fell slightly to $601 million or 4.8% of net earned premium from $617 million or 5.3%
in the prior year, reflecting reduced large claim activity in European Operations and, to a lesser degree, Australian & New Zealand
Operations, partly offset by increased activity in Equator Re.

As summarised in the table below, the currency weighted average risk-free rate (excluding the Argentine peso) used to discount
net outstanding claims liabilities increased from 1.33% as at 31 December 2016 to 1.53% as at 31 December 2017. Risk-free rates
increased across all major currencies, with a particularly strong uplift in both Euro and sterling while Australian dollar risk-free rates
increased only marginally.

Movement in weighted average risk-free rates

31 DECEMBER 30 JUNE 31 DECEMBER 30 JUNE
CURRENCY 2017 2017 2016 2016
Australian dollar % 2.31 217 2.26 1.77
US dollar % 2.36 215 2.04 1.20
Sterling % 0.92 0.89 0.68 0.56
Euro % 0.42 0.45 0.19 (0.16)
Group weighted average (ex Argentine peso) % 1.53 1.42 1.33 0.92
Estimated impact of discount rate benefit (charge) ! $M 67 29 (80) (267)2

1 Excludes discount rate impact due to changes in yields for our Australia dust disease and Argentine peso denominated liabilities, where the level
of assumed inflation is directly linked to the discount rate.
2 Excludes $16 million of discount associated with transactions to reinsure UK liabilities.
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The increase in risk-free rates gave rise to a favourable underwriting impact of $67 million that reduced the net claims ratio by 0.5%
compared with a $80 million charge in the prior year that increased the net claims ratio by 0.7%.

The result includes $37 million of positive prior accident year claims development that benefited the claims ratio by 0.3% compared
with $366 million or 3.1% of favourable development in the prior year.

The Group’s overall positive prior accident year claims development of $37 million comprised:

» North American Operations’ strengthened prior accident year claims reserves by $114 million compared with $121 million in 2016,
with positive development in Crop more than offset by strengthening in P&C commercial, Specialty accident & health and Assumed
Reinsurance casualty;

 European Operations recorded $141 million of positive development compared with $273 million in the prior year, with releases
across several portfolios and accident years in both insurance and reinsurance;

« Australian & New Zealand Operations reported $158 million of positive development compared with $147 million in the prior year,
largely reflecting the continued absence of any notable claims inflation across most long-tail classes;

« Asia Pacific Operations reported $35 million of adverse development compared with $6 million of favourable development in the
prior year, primarily reflecting an increase in average claims size and common law claims frequency in the Hong Kong workers’
compensation portfolio;

« Latin American Operations reported $14 million of adverse development compared with $11 million of favourable development
in the prior year, largely due to adverse development in Colombian SOAT and liability and Argentine motor; and

 Equator Re reported $97 million of adverse development compared with $56 million of positive development in 2016, largely
reflecting reduced recoveries on prior year aggregate reinsurance treaties.

The result also included a risk margin charge of $98 million ($80 million on a statutory basis) which increased the probability
of reserving adequacy to 90.0% from 89.5% previously. This compares with a risk margin release of $98 million ($132 million
on a statutory basis) in the prior year.

Commission and expenses
The Group’s combined commission and expense ratio improved to 32.7% from 34.0% in the prior year.

The commission expense ratio improved marginally to 17.0% compared with 17.5% in the prior year. Favourable business mix changes
in North American Operations, primarily growth in lower commission paying Specialty and Crop, was partially offset by a higher
commission rate in European Operations reflecting ongoing commission pressure in the London market insurance operations.

The Group’s expense ratio improved to 15.7% from 16.5% in the prior year, due to a minor increase in underwriting expenses

relative to 7% growth in net earned premium. As expected, some of the additional gross cost savings achieved during the year were
reinvested in longer term expense reduction and growth initiatives while the expense ratio was also adversely impacted by a reduction
in workers’ compensation managed fund fee income in Australia and restructuring charges associated with the separation of Asia
Pacific and Latin American Operations.

Income tax expense
The Group’s statutory income tax expense of $428 million includes a $230 million write down of our North American deferred tax
asset due to the reduction in the corporate tax rate from 35% to 21% effective 1 January 2018.

On an adjusted basis, income tax expense is $229 million on a pre-tax loss of $3 million and compared with $228 million of tax
expense in the prior year at a more typical effective tax rate of 21%. Tax expense in the current year was materially distorted by
significant catastrophe claims in North American Operations, where an already substantial deferred tax asset precluded the further
recognition of tax losses, and in Equator Re.

During the year, QBE paid $92 million in corporate income tax to tax authorities globally, including $23 million in Australia. Income
tax payments in Australia benefit our dividend franking account, the balance of which stood at A$199 million as at 31 December 2017.
The Group is therefore capable of fully franking A$464 million of dividends.

The combination of a higher payout and increased profitability of non-Australian operations is anticipated to reduce the franking
account balance and shareholders should therefore expect the franking account percentage to remain around 30% in 2018.



Balance sheet

Capital management summary

Despite a catastrophe driven second half loss the Group’s regulatory capital position remains strong with an indicative APRA PCA
multiple of 1.64x, albeit down from 1.76x at the previous year end and 1.69x at 30 June 2017.

Nevertheless, following our ASX Release of 23 January 2018, the major Rating Agencies revised their outlooks as follows:

» S&P revised the Group’s outlook from “positive” to “stable” on 30 January 2018. At the same time, S&P affirmed the ‘A-* issuer credit
rating (ICR) on QBE Insurance Group Limited (the parent entity) as well as the ‘A+ ICR and insurer financial strength (IFS) ratings
on QBE’s core operating entities.

* Moody'’s affirmed the ‘Baa1’ ICR of QBE Insurance Group Limited and changed the rating outlook to “negative” from “stable” on
5 February 2018. At the same time Moody’s also affirmed the ‘A1’ IFS ratings of our main operating subsidiaries and changed the
ratings outlooks to “negative” from “stable”.

» Fitch placed the parent entity’s Long-term Issuer Default Rating of ‘A-* and its subsidiaries’ ‘A+’ (Strong) IFS on Rating Watch
Negative (RWN) on 1 February 2018. At the time of the announcement, it was Fitch’s expectation that the RWN would be resolved
after the publication of the company’s detailed financial results on 26 February 2018.

* A.M. Best commented on 9 February 2018 that the credit ratings of QBE Insurance Group Limited and its main insurance
subsidiaries remain unchanged but added that they will assess the impact of any announced capital management actions on
prospective risk-adjusted capitalisation after the finalisation of 2017 year-end results on 26 February 2018.

During 2017, the Group undertook a number of debt capital management initiatives including retiring legacy grandfathered tier 1 debt
and replacing this with new additional tier 1 debt, as well as accelerating the redemption of $600 million of senior unsecured debt
originally due to mature during the second quarter of 2018.

Each debt transaction is discussed separately overleaf.

The Group also established a A$1 billion three-year Common Equity Repurchase Capital Return Program (CERCRP) or share
buyback, with no more than A$333 million to be spent in any one calendar year. At 31 December 2017, the Group had repurchased
and cancelled 13 million shares at a cumulative cost of A$139 million.

Capital summary

AS AT 31 DECEMBER 2017 2016
ussm US$M
Net assets 8,901 10,334
Less: intangible assets (3,079) (3,627)
Net tangible assets 5,822 6,707
Add: borrowings 3,616 3,474
Total capitalisation 9,438 10,181
AS AT 31 DECEMBER 2017 2016 2
ussm ussm
QBE’s regulatory capital base 8,898 9,277
APRA'’s Prescribed Capital Amount (PCA) 5,426 5,281
PCA multiple 1.64 1.76

1 Indicative APRA PCA calculation at 31 December 2017.
2 Prior year APRA PCA calculation has been restated to be consistent with APRA returns finalised subsequent to year end.

During the first half of 2018, our focus will be on restoring the Group’s PCA multiple closer to the middle of our benchmark PCA range
of 1.6—1.8x. This initiative will be assisted by the Board’s decision to pay a nominal final dividend for the 2017 financial year.

Key financial strength ratios

AS AT 31 DECEMBER BENCHMARK 2017 2016
Debt to equity 25% to 35% % 40.8 33.8
Debt to tangible equity % 62.6 52.2
PCA multiple ! 1.6x to 1.8x X 1.64 1.76
Premium solvency 2 % 46.7 57.6
Probability of adequacy of outstanding claims 87.5% to 92.5% % 90.0 89.5

1 Prior year APRA PCA calculation has been restated to be consistent with APRA returns finalised subsequent to year end.
2 Premium solvency ratio is calculated as the ratio of net tangible assets to adjusted net earned premium.
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Borrowings
As at 31 December 2017, total borrowings stood at $3,616 million, up $142 million or 4% from $3,474 million at 31 December 2016.

During the year, the Group was active in the debt capital markets, executing the following transactions:

« The issuance of $300 million of senior unsecured debt securities due 21 October 2022. These securities were issued by way of
the Group’s $4,000 million medium term note issuance program and in accordance with the Group’s Green Bond Framework. This
was the first green bond issued by an insurance company globally.

* Notified holders of our $550 million perpetual capital securities of our intention to call these securities on their first call date. This
transaction closed on 1 June 2017. Under a previous liability management exercise, QBE had already repurchased $249 million
of these securities.

» Purchased £10 million of our £325 million tier 2 subordinated debt securities due 24 May 2041. Under a previous liability
management exercise, QBE had already repurchased £291 million of these securities.

* The issuance of $300 million of senior unsecured debt securities due 25 May 2023. These securities were issued by way of the
Group’s $4 billion medium term note issuance program.

« The issuance of $400 million of additional tier 1 perpetual securities. These securities have a first call date on 16 May 2025 and
were issued under the Group’s $4,000 million medium term note issuance program and in accordance with the Group’s Gender
Equality Bond Framework. These securities qualify as additional tier 1 capital in accordance with APRA rules and were the first
additional tier 1 perpetual securities to be issued as a gender equality bond globally by any financial institution.

« Accelerated redemption on 29 December 2017 of $600 million of senior unsecured debt securities due 1 May 2018.

Issuance of the two $300 million tranches of senior unsecured debt securities and the $400 million of additional tier 1 perpetual

securities layered additional duration into both our first call and final maturity profiles. Importantly, these transactions also fully

normalised the Group’s first call maturity profile and annual funding requirements going forward, with 71% of our debt now having

a first call date that extends more than five years from 31 December 2017.

At 31 December 2017, QBE's ratio of borrowings to shareholders’ funds was 40.8%, up 7.0% from 31 December 2016 and temporarily
outside of our benchmark range of 25-35%, reflecting the 2017 reported loss. Debt to tangible equity was 62.6%, up from 52.2% at
31 December 2016, having been adversely impacted by the second half catastrophe claims and a stronger US dollar.

Gross interest expense on long term borrowings for the year was broadly unchanged at $212 million. The weighted average annual cash
cost of borrowings outstanding at the balance sheet date reduced from 5.9% at 31 December 2016 to 5.8% at 31 December 2017.

As at 31 December 2017, the weighting of the Group’s debt towards regulatory capital within the overall borrowing mix was unchanged
at 83%, with incremental duration built into the term structure.

Borrowings maturity ' Borrowings profile
AS AT 31 DECEMBER 2017 2016 AS AT 31 DECEMBER 2017 2016
% % % %
® Less than one year ‘ - 9 ® Senior debt 17 17
® One to five years 29 27 @® Subordinated debt 72 74
More than five years 7 64 Additional tier 1 securities 1" -
1 Based on first call date. Capital securities = 9

Further details of borrowings are set out in note 5.1 to the financial statements.

Net outstanding claims liabilities

AS AT 31 DECEMBER 2017 2016 2015 2014 2013
US$M US$M US$M US$M US$M

Net central estimate 14,029 12,693 14,119 15,595 16,643
Risk margin 1,239 1,088 1,260 1,353 1,565
Net outstanding claims 15,268 13,781 15,379 16,948 18,208
% % % % %

Probability of adequacy of outstanding claims 90.0 89.5 89.0 88.7 90.7
Weighted average discount rate 1.7 1.5 1.9 1.7 2.8
Weighted average term to settlement (years) 341 2.9 3.0 2.8 3.0

As required by Australian Accounting Standards, net outstanding claims liabilities are discounted by applying sovereign bond rates as
a proxy for risk-free interest rates and not the actual earning rate on our investments.



As at 31 December 2017, risk margins in net outstanding claims were $1,239 million or 8.8% of the net central estimate of outstanding
claims compared with $1,088 million or 8.6% of the net central estimate of outstanding claims at 31 December 2016. Excluding a
$71 million positive foreign exchange impact, risk margins increased $80 million compared with a $132 million decrease in the prior year.

The increase in risk margins as a percentage of the net central estimate resulted in an increased PoA of 90%, up from 89.5%
previously, despite slightly higher uncertainty associated with the 2017 large individual risk and catastrophe net claims reserves due
to exhaustion of the Group’s aggregate reinsurance.

Intangible assets

As at 31 December 2017, the carrying value of intangible assets (identifiable intangibles and goodwill) was $3,079 million, down from
$3,627 million at 31 December 2016.

During the year, the carrying value of intangibles reduced by $548 million, primarily due to a $700 million write down in the carrying
value of North American Operations’ goodwill partially offset by a $148 million foreign exchange impact with amortisation expense
essentially offsetting net additions. Additions in the period comprised the capitalisation of expenditure in relation to various
information technology projects across the Group.

At 31 December 2017, QBE reviewed all material intangibles for indicators of impairment, consistent with the Group’s policy and

the requirements of the relevant accounting standard. A detailed impairment test was completed in relation to our North American
Operations’ goodwill balance, which indicated a shortfall at the balance date of $700 million compared with headroom of $98 million at
31 December 2016. The valuation remains highly sensitive to a range of assumptions, particularly increases in the forecast combined
operating ratio used in the terminal value calculation and changes in discount rate and long-term investment assumptions. The
impairment charge primarily reflects an increase in the assumed long term combined operating ratio for North American Operations from
94.2% to 95.8%, consistent with our revised business plan and having regard to second half performance. It also reflects a reduction in
projected investment income following the reinsurance of US commercial auto run-off liabilities.

Details of the sensitivities associated with this valuation are included in note 7.2.1 to the financial statements.

Investment performance and strategy

Our investment portfolio delivered a net return of 3.2% compared with 2.9% in the prior year. The key drivers of this comparatively
strong return were the substantial tightening of credit spreads throughout the year coupled with a very solid performance from our
growth asset exposures.

The positive macro and market environment in evidence throughout 2017 has delivered robust, synchronised global growth and
healthy corporate earnings, supporting further tightening in credit spreads and thus mark to market gains on our substantial corporate
bond holdings. By way of illustration, US AAA-A 1-3 year corporate bond spreads over Government Bonds have narrowed from
around 70bps to 40bps in 2017, and are now close to pre-global financial crisis lows.

The same positive risk sentiment has seen our equity holdings generate strong returns, complemented by property and infrastructure
assets as a result of both income and asset revaluations.

Returns have been boosted not just by solid underlying asset class returns but also by tactical positioning in growth assets, duration
and spread duration, which has seen us more meaningfully exposed ahead of periods of outperformance.

Exposure to growth assets peaked at 13.2% of total investment assets in April; however, after an especially strong performance it has
been reduced to 10.2% at the end the year.

In aggregate our growth asset portfolio delivered a return of 13.3% in 2017 and our fixed income portfolio 2.1%.

In 2018, we expect a continuation of robust global growth and limited inflation pick-up creating an environment where central banks
will proceed with further withdrawal of monetary stimulus in an orderly and well telegraphed manner.

We therefore retain a modestly positive outlook for growth assets and consider that an exposure of around 10% of total assets strikes
an appropriate balance between confidence in growth prospects and acknowledgement of the relatively high level of valuations
across many asset classes.

We foresee an environment of steadily rising bond yields and are therefore likely to manage the duration of the fixed income portfolio
between 1.5 and 2.0 years throughout 2018.

As at 31 December 2017, the running yield of the fixed Income portfolio was 1.99%.
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Total net investment income

POLICYHOLDERS’ SHAREHOLDERS’
FUNDS FUNDS TOTAL
FOR THE YEAR ENDED 31 DECEMBER 2017 2016 2017 2016 2017 2016
Ussm US$M US$M UssMm ussm UssMm
Income on growth assets 192 45 141 41 333 86
Fixed interest, short-term money and cash income 332 341 201 220 533 561
Gross investment income ! 524 386 342 261 866 647
Investment expenses (13) (15) (8) 9) (21) (24)
Net investment income 511 371 334 252 845 623
Foreign exchange gain (loss) (33) 40 - 85 (33) 125
Other income (expenses) 3) 4) 3 2 - 2)
Net investment income and other income 475 407 337 339 812 746

1 Includes total realised and unrealised gains on investments of $226 million (2016 $109 million) comprising gains on investments supporting
policyholders’ funds of $127 million (2016 $62 million) and shareholders’ funds of $99 million (2016 $47 million).

Gross and net investment yield

YIELD ON INVESTMENT
ASSETS BACKING

YIELD ON INVESTMENT
ASSETS BACKING

POLICYHOLDERS' FUNDS ~ SHAREHOLDERS' FUNDS TOTAL
FOR THE YEAR ENDED 31 DECEMBER 2017 2016 2017 2016 2017 2016
% % % % % %
Gross investment yield ' 3.2 2.5 3.6 2.5 3.4 2.5
Net investment yield 2 341 24 3.5 2.5 3.3 24
Net investment income and other income yield 3 3.0 2.6 3.5 3.3 3.2 2.9

1 Gross investment yield is calculated with reference to gross investment income as a percentage of average investment assets backing

policyholders’ or shareholders’ funds as appropriate.

2 Netyield is calculated with reference to gross investment income less investment management expenses as a percentage of average investment

assets backing policyholders’ or shareholders’ funds as appropriate.

3 Netinvestment income and other income yield is calculated with reference to net investment and other income as a percentage of average

investment assets backing policyholders’ or shareholders’ funds as appropriate.
Total investments and cash

INVESTMENT
ASSETS BACKING

INVESTMENT
ASSETS BACKING

POLICYHOLDERS' FUNDS  SHAREHOLDERS' FUNDS TOTAL

AS AT 31 DECEMBER 2017 2016 2017 2016 2017 2016

UssMm US$M US$M Us$Mm ussm Uss$Mm
Cash and cash equivalents 368 438 204 409 572 847
Short-term money 2,228 2,215 1,234 1,739 3,462 3,954
Government bonds 3,589 3,621 1,987 2,375 5,576 5,996
Corporate bonds 8,523 6,952 4,720 4,387 13,243 11,339
Infrastructure debt 361 290 201 173 562 463
Unit trusts 18 19 1" 12 29 31
Strategic equities - - 85 118 85 118
Other developed market equities 280 289 155 172 435 461
Emerging market equity 4 21 39 13 110 34
Emerging market debt - 191 - 114 - 305
High yield debt - 127 - 75 - 202
Infrastructure assets 575 154 319 91 894 246
Private equity 49 7 27 4 76 11
Alternatives - 117 - 70 - 186
Unlisted property trusts 696 644 386 384 1,082 1,028
Investment properties 10 9 5 5 15 14
Total investments and cash 16,768 15,094 9,373 10,141 26,141 25,235




Interest bearing financial assets Currency mix of investments
S&P SECURITY GRADING MARKET VALUE OF
MARKET VALUE OF TOTAL INVESTMENTS
GROWTH ASSETS AND CASH
AS AT 31 DECEMBER 2017 2016 AS AT 31 DECEMBER 2017 2016 2017 2016
% % % % % %
AAA 15 16 US dollar 53 49 29 32
AA 34 37 Australian dollar 32 28 31 31
A 39 36 Sterling 5 11 18 18
<A 12 11 Euro 10 12 10 8
Other - — 12 11
Final dividend

Our dividend policy is designed to ensure that we reward shareholders relative to cash profit and maintain sufficient capital for future
investment and growth of the business.

The final dividend for 2017 is four Australian cents per share, down 88% from the 2016 final dividend of 33 Australian cents per share,
reflecting the very significant impact of catastrophe claims which gave rise to a $632 million loss after tax on a cash basis during the
second half of the year.

The dividend will be 30% franked and is payable on 20 April 2018. The dividend reinvestment programs remain at a nil discount with
any demand for shares under the Dividend Reinvestment Plan to be satisfied by acquiring shares on-market.

Inclusive of A$139 million of funds used to buy back and cancel QBE shares, the payout for the 2017 full year is A$495 million, down
33% from A$741 million in 2016.

Closing remarks
There are some clear operational and financial priorities for the Group in 2018:

* Deliver a 2018 full year combined operating ratio within the recently announced target range of 95.0-97.5%.

* Roll-out and fully embed the cell performance review discipline in all the divisions.

» Execute on profit improvement plans in North American Operations.

+ Drive the necessary actions to improve profitability in Asia Pacific Operations.

* Further improve on the strong underwriting results achieved in European and Australian & New Zealand Operations.
» Manage the successful exit from Latin America.

* Increase the Group’s PCA multiple within our benchmark PCA range of 1.6—1.8x.

» Return gearing closer to our benchmark debt to equity range of 25-35% through a combination of retained earnings growth
and other capital management initiatives.

« Deliver continued strong divisional cash remittances to the Group head office in 2018.

Michael Ford
Group Chief Financial Officer
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Divisions
ataglance

Consistent with our objective of reducing complexity and simplifying
the portfolio, we have decided to exit our Latin American Operations
which will see QBE reduce its geographic footprint and focus its ambition
on being an “international” as distinct from a “global” insurer, with
meaningful operations in the major insurance market hubs.

North American
Operations

North American Operations

is an integrated specialist
insurer and reinsurer, offering
commercial, personal and
specialty lines capabilities to
meet the evolving needs of its
customers. Leveraging global
strength and local expertise,
North American Operations
delivers end-to-end solutions
through a limited and preferred
network of agents and brokers.

Gross written premium

US$ million US$ million

4,556 2 4,049

Net earned premium ?

US$ million US$ million

3,541 927 3,212

Combined operating ratio 25

109.1% 25>~

Insurance (loss) profit margin2

6.7)% XI*

95.2%’

10.4%’

Australian &
New Zealand
Operations

A market leading position

in commercial insurance

and a targeted presence in
personal lines, including home,
motor and CTP. Our strategy

is focused on growing market
share in SME and building

a world-class claims service and
pricing capability to deliver
attractive and sustainable
returns, underpinned by
strong financial discipline
and a distinctive culture.

Gross written premium

US$ million

4,024 232

Net earned premium

US$ million

3,480 22
Combined operating ratio®
92.0% 224

Insurance profit margin

12.6% 123




Bermuda
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Asia Pacific
Operations Equator Re -
CR=3
88
~g
v,
With a presence in Equator Re is instrumental
multiple markets across in managing the Group’s
Asia and the Pacific, exposure and reinsurance risk
QBE provides commercial, appetites and plays a pivotal
personal and specialist role in optimising capital ,?t-:’ &
insurance to customers across the Group. In doing so, 95
in some of the world’s Equator Re works closely with - a
highest-potential economies. the divisions to bridge the gap
between their risk appetites
and that of the Group.
5Q
g7
E Lol
2
Gross written premium Gross written premium 3

US$ million

740 23

Net earned premium

US$ million

653 2%

Combined operating ratio®

115.5% 2o~

Insurance (loss) profit margin

(14.2)% 2:2*

US$ million

863

US$ million

715

113.1%

(6.9)%

US$ million

1,580 23U

Net earned premium ©

US$ million

847 2%

Combined operating ratio 56

140.9% 792+

Insurance (loss) profit margin ©

(38.1)% 33.0%

4 Excludes transactions to reinsure UK liabilities. 6 Adjusted for LPT transactions with

1 Excludes $142 million of Latin American Operations
North American Operations.

premium income fronted on behalf of Equator Re in 2016. 5 Combined operating ratio adjusted to exclude the
Excludes transactions to reinsure US liabilities. impact of changes in risk-free rates used to discount
Excludes one-off adverse impact on the Group’s net outstanding claims.

underwriting result due to the Ogden decision in the UK.
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Gross written
premium (US$M)

4,556

O 1% 55w’

Net earned
premium 2 (Us$mM)

3,541

© 7% Soie

Underwriting
result? (Ussm)

(313)

© 385m %5

Insurance (loss)
profit2 wussm)

(236)

O 391m 75

Combined
operating ratio 23

109.1%

2016 98.5%

Insurance (loss)
profit margin 2

(6.7)%

2016 4.7%

North American Operations
business review

Unprecedented catastrophe activity, increased attritional
weather claims and an average Crop result following

an outstanding 2016 overshadowed further operational
progress in North America.

Russ Johnston

Chief Executive Officer « North American Operations

2017 Overview

North American Operations is a specialist insurance and reinsurance franchise focused on
four business units: Property & Casualty (P&C), Specialty, Crop and Assumed Reinsurance,
with the latter a component of QBE’s global reinsurance business headquartered in London.

Record catastrophe frequency and severity (including increased attritional weather claims)
coupled with flat premium rates, rendered 2017 an especially challenging year for both QBE
and the North American insurance industry more broadly. Given a sustained soft premium
rating environment, it has become increasingly important to drive continued improvement

in how we define, target, select and price risk while driving greater efficiency and enhanced
customer experience.

In 2017, we took several important actions to embed our strategy to be an integrated
specialist insurer:

« consolidated and redefined our appetite to focus on “middle market” business in P&C;
« partnered with Arrowhead to enhance our service proposition in small commercial;

« redefined our distribution support to be more focused on our limited and preferred distribution
partners; and

« further strengthened our management team while building a national platform.

North America has established a strong Specialty business with diversification across core
segments of accident and health and management and professional lines. Specialty results
were adversely impacted by prior accident year claims development, primarily related to
accident and health, directors and officers and certain programs that have since been
terminated. Notwithstanding adverse weather conditions, our Crop business achieved a solid
result. P&C was impacted by significant catastrophe claims and challenges in commercial
auto, while results in our Reinsurance business were significantly impacted by catastrophe
claims and adverse prior accident year claims development in the casualty portfolio.

During 2017, we completed a further loss portfolio transfer (LPT) of discontinued programs to
mitigate the risk of substantial adverse claims development. Together with the LPT undertaken
in 2016, we have removed in excess of $850 million of potentially volatile claims liabilities from
our balance sheet. The LPTs, coupled with a further $114 million of reserve strengthening,
provide us with a strong foundation for improved profitability and reduced earnings volatility

as we progress into 2018.

Operating and financial performance

Underwriting performance

The LPT transaction reduced net claims incurred by $311 million and net earned premium
by $300 million. In addition to reducing the level of uncertainty in the net discounted central
estimate, the LPT adversely impacted North America’s combined operating ratio by 0.6%
(with a 2.4% positive impact on the net claims ratio more than offset by a 3.0% adverse
impact on the combined commission and expense ratio).

-

Excludes $142 million of Latin American Operations premium income fronted on behalf of Equator Re in 2016.
2 Adjusted for transactions to reinsure liabilities.

3 Combined operating ratio adjusted to exclude the impact of changes in risk-free rates used to discount
net outstanding claims.



To assist year on year comparability, the underwriting performance
commentary hereafter refers to the 2017 and 2016 results excluding the
impact of the LPT transaction.

North America reported a combined operating ratio of 108.8%, up from
97.8% in the prior year. The underwriting result includes a benefit of

$11 million or 0.3% of net earned premium due to higher risk-free rates
used to discount net outstanding claims compared with a benefit of

$21 million or 0.6% in the prior year. Excluding this benefit, the combined
operating ratio was 109.1%, up materially from 98.5% a year earlier.

Gross and net large individual risk and catastrophe claims amounted to
$726 million and $418 million respectively driven by Hurricanes Harvey,

Irma and Maria and California wildfires. Total catastrophe activity, which also
includes hail and convective storm activity during the first half, contributed
9.2% to the combined operating ratio compared with only 3.7% in 2016.
Large individual risk and catastrophe claims retained in excess of divisional
aggregate reinsurance added 6.9% to the combined operating ratio.

Current accident year underwriting profitability in our key segments
remains strong. The Crop business achieved an average underwriting
result with modest growth in policy count, coverage and higher commodity
prices contributing to gross written premium growth of 14%. We continue
to develop our leading Specialty franchise with premium growth of 24%
during the year. Within P&C, program premium contracted due to the
termination of a heavily catastrophe exposed and underperforming
program as well as the termination of commercial auto business as part
of the 2016 LPT. The commercial insurance portfolio underwent heavy
remediation including the non-renewal of underperforming segments such
as commercial auto and corporate primary accounts that was partially
offset by growth in targeted industry verticals.

Underwriting result

FOR THE YEAR ENDED 20171 20161

31 DECEMBER 2017 Adjusted 2016 Adjusted 20152 20142 20132
Gross written premium US$M 4,556 4,556 4,647 4,647 4,961 5,310 5,951
Gross earned premium USS$M 4,622 4,622 4,657 4,657 4,930 5,457 6,225
Net earned premium USS$M 3,241 3,541 2731 3,318 3,666 4,471 5,030
Net incurred claims US$M 2,439 2,750 1,528 2,131 2,323 3,023 3,804

Net commission US$M 556 556 564 564 635 698 795
Expenses US$M 550 548 556 551 678 788 1,011
Underwriting result USSM (304) (313) 83 72 30 (38) (580)
Net claims ratio % 753 777 560 642 634 676 756
Net commission ratio % 171 156 207 170 173 156 158
Expense ratio % 170 155 204 166 185 176 2041

Combined operating ratio % 109.4 108.8 970 978 99.2 100.8 111.5

Adjusted combined
operating ratio 3 % 109.7 1094 977 985 99.8 100.4

Insurance (loss) profit margin % (7.0) (6.7) 61 47 25 0.2 (10.6)

1 Adjusted for transactions to reinsure liabilities.
2 Comparability of prior period data is reduced due to the sale of M&LS.

3 Combined operating ratio adjusted to exclude the impact of changes in risk-free
rates used to discount net outstanding claims. Management-basis results were
not reported in 2013.

Premium income

Headline gross written premium declined 2% to $4,556 million from
$4,647 million in the prior year but was up 1% excluding Latin American
business fronted on behalf of Equator Re in 2016. Average premium rates
across the portfolio increased 0.7% compared to flat in the prior year.
Although better than the prior year, average premium rates were still below
underlying claims inflation.

Growth in Specialty continued with gross written premium up 24% relative
to the prior year. New business continued to grow, albeit at a reduced
level, with growth across the portfolio including errors and omissions

and transactional liability as well as from the addition of new specialty
programs to the portfolio. Crop premium increased 14% compared to 2016,
reflecting a modest increase in policy count, higher commodity prices and
increased coverage.

Gross written premium and
net earned premium (US$M)

I £ 556
A 3,541

2016 4,647

I
I 3.318

I £ 061
2 N 3,666

I 5.0
201 71

I 5051
2 s 5030

O 2%
Q 7%

@ Gross written premium

@ Net earned premium

Combined operating ratio (COR)
and insurance (loss) profit margin

APM) (%)
[ce]
COR f © poc
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North American Operations business review

Gross earned premium
by class of business

@ Agriculture

2017
%

316

@ Commercial & domestic property 28.2

Motor & motor casualty
@ Public/product liability

Workers' compensation

Professional indemnity

Accident & health

Marine energy & aviation
@ Financial & credit

8.8
79
7.7
76
59
1.3
1.0

2016
%
28.6

323
109

8.4
51
53
11
0.8

P&C premium declined 12% driven by continued underwriting action

in underperforming areas including the mid-year termination of a
severely underperforming and heavily property catastrophe exposed
program, coupled with new business shortfalls, primarily in the program
business. The commercial insurance portfolio also contracted due to
competitive property premium rates and corrective underwriting actions
in commercial auto, including the 2016 decision to exit mono-line
commercial auto insurance.

Net earned premium increased by 7% to $3,541 million from $3,318 million
in the prior year, reflecting significantly reduced reinsurance spend,
particularly in Crop.

Claims expense

North American Operations reported a claims ratio of 77.7%, up from
64.2% in the prior year, reflecting record catastrophe activity, a more
normal Crop result and a heightened frequency of weather-related
attritional claims.

Including Hurricanes Harvey, Irma and Maria, the Californian wildfires and
first half hail and convective storm activity, the net cost of large individual
risk and catastrophe claims contributed 11.7% to the net claims ratio
compared with only 6.4% in 2016.

The attritional claims ratio increased to 58.3% from 52.0% in the prior
year, largely due to a more normal Crop result after an outstanding 2016.
Excluding Crop, the attritional claims ratio increased 1.6%, reflecting the
competitive pricing landscape coupled with heightened weather-related
claims frequency as well as the increased contribution from Specialty
business that ordinarily operates at a higher attritional claims ratio.

The claims ratio was also impacted by 3.2% or $114 million as

a result of claims reserve strengthening in certain portfolios including
commercial casualty (particularly in Assumed Re), management liability
and a now-terminated specialty program, partially offset by favourable
experience in Crop. This compares with 3.6% or $121 million of adverse
prior accident year claims development in 2016.

Commission and expenses

North America’s commission ratio decreased to 15.6% from 17.0% in the
prior year, reflecting a significant increase in low commission paying Crop
business coupled with a lower proportion of higher commission paying
program business and profit share arrangements in our P&C business.

The expense ratio improved to 15.5% from 16.6% in the prior year, reflecting
a focus on efficiency that saw costs stable relative to net earned premium
growth of 7%. In June 2017, we commenced transitioning the administration
of the small commercial book to Arrowhead to leverage its expertise and
technology platform. The transition enabled a significant reduction in
headcount and will eventually facilitate the decommissioning of a number

of legacy policy and claims administration platforms.

Outlook

While the significant weather events of 2017 had a material
impact on the industry, the North American market is
unfortunately only experiencing a moderate degree of
stabilisation of rates in specific classes rather than the
broader market response we were hoping for. Although we are
disappointed the market hasn’t responded in a more robust
manner, we believe our strategy of focusing on specific sectors
and using data and analytics to improve risk selection, pricing
and deliver exceptional claims outcomes positions us to
improve our results in 2018 against that backdrop.

Having stabilised the premium base and resumed targeted
growth across industry verticals, further expense management
efforts are underway including streamlining and modernising
our technology and operating infrastructure consistent with

a more simplified business strategy.



4,049

3,212

213

335

95.2%*

10.4%*

European Operations delivered a very good underwriting
result considering the high level of catastrophe and large
risk claims, combined with the longstanding depressed
trading conditions in many areas of the business.

Richard Pryce

Chief Executive Officer « European Operations

2017 overview

As reported at the half year, trading conditions continued to moderate and, consequently,
we recorded a further average renewal rate reduction of 1.1% compared with a reduction

of 2.4% in the prior year. Adjusting for the change in the discount rate on UK personal injury
claims (the Ogden decision) the average rate decline in 2017 was 0.2%.

Since the catastrophe activity in the second half, we have witnessed improved pricing and
terms and conditions in some areas of the business, most notably US property classes
(insurance and reinsurance) with critical catastrophe exposures. Regardless of the class,
our underwriting teams are committed to repricing business that is either loss affected or
poorly performing. We are determined to display professional and proportionate leadership
to produce the required level of return.

Following the consultation announced in February, the UK Government has committed to
change the way in which personal injury compensation awards are calculated. Whilst we are
still waiting for the draft legislation, there are clear indications that the rate will be set between
0% and 1%. In anticipation of this, we have adjusted the central estimate rate assumption

to 0.25% which resulted in a slightly reduced adverse financial impact of $141 million for

the full year compared with the $156 million impact recorded at the half year.

Brexit plans remain challenging but on track. Having announced our intention to establish
a new Belgian-based insurer and reinsurer in June, we submitted our formal application
to the National Bank of Belgium in October and remain committed to having the new
company operational in the final quarter of 2018.

As ever we remain focused on our customer engagement activities across underwriting, claims
and risk management and this discipline is being evidenced by our new business success.

Our data and analytics capability developed significantly during 2017, and is now creating
value through claims ratio improvement. We have increased our focus on underwriting
projects to complement our more established claims activities, including our recently
announced and exciting partnership with Cytora (an artificial intelligence company providing
insurance solutions) that will further enhance our underwriting capability in 2018 through
initiatives aimed at enhancing risk identification and selection. In addition, we continue

to monitor numerous Insurtech initiatives that may reshape aspects of the industry in

the coming years.

Up 0.4% on a constant currency basis.

Up 4% on a constant currency basis.

Adjusted for transactions to reinsure UK liabilities.

Excludes a $141 million one-off adverse impact on the underwriting result due to the Ogden decision
in the UK.

Combined operating ratio adjusted to exclude the impact of changes in risk-free rates used to
discount net outstanding claims.
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European Operations business review

Gross written premium and
net earned premium (US$M)
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@ Gross written premium 0 1%
@ Net earned premium 0 3%

Combined operating ratio (COR)
and insurance profit margin QPM) (%)

COR IPM
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2013 2014 2015 2016 2017
@ Combined commission == Insurance profit margin
and expense ratio --- IPM 5 year average
Net claims ratio

Operating and financial performance

Underwriting performance

Following indications from the UK Ministry of Justice, we have reassessed
the UK bodily injury discount rate (the Ogden decision) to 0.25%,
compared with the -0.75% announced in February and used in the
determination of our half year results.

The 2017 and 2016 profits in the table below are presented on an adjusted basis
after excluding the estimated impact of Ogden and the transactions undertaken

to reinsure UK long-tail liabilities in 2016. Unless otherwise stated, the profit and
loss and underwriting commentary following refers to the results on this basis.

Excluding the beneficial impact of higher risk-free rates used to discount
net outstanding claims, the combined operating ratio increased to 95.2%
from 90.7% in the prior year, primarily reflecting a reduced level of
positive prior accident year claims development coupled with increased
catastrophe experience.

Positive prior accident year claims development reduced to $141 million
from $273 million in the prior year. We experienced adverse prior accident
year claims development in the financial lines portfolio which, combined with
one-off US long-tail liability deterioration and the impact of adjusting the
periodic payment order rate to 0.25% during the second half, contributed to
reduced overall positive prior accident year claims development.

Our longstanding commitment to underwriting discipline and prudent
exposure management has been tested more than ever during the last
12 months of heightened catastrophe activity and it is pleasing to record
a relatively modest financial impact due to these events.

Insurance profit for the year was $335 million, up 7% from $314 million
in the prior year with the insurance profit margin increasing slightly
to 10.4% from 10.1% previously.

Underwriting result

FOR THE YEAR ENDED 20171 20162 20143
31 DECEMBER 2017 Adjusted 2016 Adjusted 2015 Adjusted 2013

Gross written premium US$M 4,049 4,049 4,076 4,076 4,386 4,526 5,236
Gross earned premium ~ US$M 4,010 4,010 3,878 3,878 4,338 4,805 5,146
USS$M 3,210 3,212 2,949 3115 3,454 3,929 4,160

Net earned premium

Net incurred claims US$M 2,024 1,885 1,658 1,826 1,844 2,362 2,486

Net commission UsS$M 615 615 574 574 634 718 768
Expenses USSM 499 499 516 516 599 626 646
Underwriting result US$M 72 213 201 199 377 223 260
Net claims ratio % 631 587 562 586 534 601 597
Net commission ratio % 19.2 19.2 194 184 184 183 185
Expense ratio % 155 155 175 166 173 159 155

Combined operating ratio % 978 934 932 936 891 943 937

Adjusted combined
operating ratio* % 99.6 952 90.2 907 897 888 -

Insurance profit margin % 6.0 104 107 101 134 8.8 9.0

1 Excludes a $141 million one-off adverse impact on the underwriting result due
to the Ogden decision in the UK.

2 Adjusted for transactions to reinsure UK liabilities.

3 Adjusted for transactions to reinsure Italian and Spanish medical malpractice liabilities.

4 Combined operating ratio adjusted to exclude the impact of changes in risk-free
rates used to discount net outstanding claims. Management-basis results were
not reported in 2013.

Premium income

Headline gross written premium fell by less than 1% to $4,049 million
from $4,076 million in the prior year but is up 0.4% on a constant currency
basis. Pleasingly, areas targeted for premium growth such as short-term
life reinsurance in QBE Re and primary property and casualty insurance
in Continental Europe continued their growth trajectory.

Our customer commitment activities helped to deliver slightly improved
policy retention levels despite intense competition. In response to
deteriorating market conditions, new business volumes were lower
than the prior year but more than planned.

Net earned premium grew 3% to $3,212 million from $3,115 million
in the prior year but was up 4% on constant currency basis.



Claims expense
The net claims ratio of 58.7% was broadly unchanged from the prior year.

The net claims ratio benefited from positive prior accident year claims
development of $141 million or 4.4% of net earned premium, a reduction
from $273 million or 8.8% in the prior year.

European Operations’ attritional claims ratio increased to 49.6% from 48.5%
in the prior year. The year-on-year deterioration reflects higher underlying
attritional claims activity in short-tail classes as well as business mix
changes coupled with temporary impacts including the Ogden decision,
additional one-off reinsurance expense and the earn-out of unearned
premium impacted by the post-Brexit collapse in sterling. We have
commenced adjustments to the property portfolio to reverse this trend.

As expected, the attritional claims ratio improved materially during the
second half as the post-Brexit foreign exchange impact on unearned
premium earned out during the first half.

Despite the significant large individual risk and catastrophe claims activity
during the year, the net cost remained within our planned allowances.

Higher risk-free rates used to discount net outstanding claims liabilities
benefited the underwriting result by $57 million or 1.8% of net earned
premium compared with an adverse impact of $89 million or 2.9% in
the prior year.

Commission and expenses

The net commission ratio increased to 19.2% from 18.4% in the prior year,
reflecting ongoing commission pressure in the London market insurance
operations. Additional one-off reinsurance costs accounted for a further
0.3% of the increase.

The expense ratio improved again to 15.5% from 16.6% in the prior year,
due to strict cost control coupled with modest net earned premium growth.

Outlook

Whilst the pricing outlook for 2018 is marginally more positive
for most portfolios, we have not yet seen the significant shift
in premium rates predicted by many after the exceptional 2017
catastrophe activity. It seems that any meaningful pricing
correction will be for loss impacted insurance lines and will
be less pronounced for QBE Re than anticipated.

Regardless of the market conditions, we remain committed
to disciplined pricing and prudent risk selection across the
entire portfolio. Moreover, we will be mindful of the cost of
distribution, particularly for London Market business.

Delivering a sustainable Brexit solution remains a priority
for the leadership team during 2018. As we cannot be certain
of an acceptable political outcome, we plan to have our

new European company established and trading in time

for 2019 renewals.

Elsewhere, we will ensure that we are closely aligned and
engaged with our customers in all areas, especially in this

time of heightened industry uncertainty. We aim to be active
and visible across the industry in all our key geographies.

Our extended distribution network will be more valuable than
ever as we seek to secure quality new business and mitigate the
increasing costs of conducting business in the London market.

Finally, we expect to see more positive progress from our
data science activities in both underwriting and claims
management which will both improve customer experience
and benefit our margin.

Gross earned premium
by class of business

2017 2016
% %

@ Commercial & domestic property 27.6

@ Public/product liability 18.2
Marine energy & aviation 14.2
@ Professional indemnity 13.6
Motor & motor casualty 13.2
Workers' compensation 47
Accident & health 35
Other 29
@ Financial & credit 21
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Australian & New Zealand
Operations business review

Gross written
premium (US$M)

4,024

O 2% 358 ?

Net earned
premium (US$M)

3,480

Q 2% 55

Underwriting
result (ussm)

283

© 13% z5ie

Insurance profit
(US$M)

438

© 5% o

Combined
operating ratio4

92.0%

2016 92.4%

Insurance
profit margin

12.6%

2016 12.3%

Premium rate increases, tightened terms and conditions,
enhanced underwriting discipline and claims
management initiatives contributed to an improved
performance, including a 2.5% ! reduction in our
attritional claims ratio.

Pat Regan

Former Chief Executive Officer « Australian & New Zealand Operations

2017 overview

We took decisive action in the second half of 2016 and throughout 2017 to address
deterioration in performance and implemented a comprehensive remediation plan covering
specific actions for each of our 50 business “cells”. A strong governance framework

has supported the execution of our plan with each cell regularly reviewed to ensure the
remediation actions are being implemented and are generating the desired outcome.

Remediation progress has been encouraging. Pricing initiatives have delivered an average
premium rate increase (excluding CTP) of 6.1% across our portfolio compared with 0.2% in the
prior year, with higher rate increases achieved across our short-tail personal, commercial lines
and workers’ compensation portfolios. Underwriting discipline has been reinforced through the
continued tightening of policy terms and conditions (for example increased policy deductibles
for clients with poor claims history) and improved risk selection. We have also started to
observe benefits from our claims management initiatives including greater use of preferred
suppliers and an increased focus on salvage and subrogation.

Strong distribution partnerships have enabled us to lead the market in remediation initiatives.
Despite double digit rate increases across numerous portfolios, premium retention has
remained broadly stable at around 82% and is a testament to the strength of our franchise.
We have decisively reduced exposure to those risks for which we have limited appetite in
selected lines such as commercial property.

There is ongoing interest in affordability and reform across all levels of Government.

In NSW, the new Government has revisited reforms to CTP and the Emergency Services
Levy, the ACCC is reviewing affordability of insurance in Northern Australia and the Federal
Government has commenced a Royal Commission into financial services.

Operating and financial performance

Underwriting performance

Australian & New Zealand Operations reported a combined operating ratio of 91.9%,
down from 92.7% in the prior year.

Excluding the impact of changes in risk-free rates used to discount net outstanding claims,
the combined ratio improved to 92.0% from 92.4% in the prior year, reflecting an improvement
in the attritional claims ratio partially offset by an increase in the expense ratio largely due to
a reduction in managed fund fee income.

The underwriting result benefited from $158 million of positive prior accident year claims
development equating to 4.5% of net earned premium, broadly in line with the favourable
claims development reported in 2016.

Our Australian business experienced a high level of weather-related catastrophe claims from
Cyclone Debbie and significant storm frequency, albeit that the net cost of large individual

1 Excluding lenders’ mortgage insurance (LMI).

2 Down 1% on a constant currency basis; however, up 1% excluding the impact of regulatory
changes to NSW CTP and the Emergency Services Levy.

3 Down 1% on a constant currency basis.

4 Combined operating ratio adjusted to exclude the impact of changes in risk-free rates used to
discount net outstanding claims.



risk and catastrophe claims was in-line with expectations due to divisional
aggregate reinsurance recoveries.

Our lenders’ mortgage insurance (LMI) business reported a combined
operating ratio of 50.7%, up from 34.9% in the prior year, largely reflecting
an increase in the net claims ratio to 33.0% from 21.2% previously. The
net claims ratio deteriorated due to a moderate increase in arrears rates,
primarily related to properties located in mining towns in Western Australia
and Queensland, coupled with an increase in the propensity for claims

in arrears to generate claims (a reduced “cure” rate) and an increase in
average claims severity. The commission ratio increased to 4.5% from
1.8% in the prior year, reflecting a lower exchange commission following
the non-renewal of our external quota share reinsurance treaty.

Underwriting result

FOR THE YEAR ENDED

31 DECEMBER 2017 2016 2015 2014 2013
Gross written premium USSM 4,024 3,933 3,787 4,392 4,805
Gross earned premium USSM 4,135 3,924 3,753 4,386 4,626
Net earned premium US$M 3,480 3,410 3,282 3,834 4,028
Net incurred claims UsS$M 2,168 2,172 2,054 2,242 2,347
Net commission US$M 525 511 481 532 572
Expenses US$M 504 477 461 562 623
Underwriting result US$M 283 250 286 498 486
Net claims ratio % 62.3 63.7 62.6 58.4 58.2
Net commission ratio % 151 15.0 14.7 13.9 14.2
Expense ratio % 14.5 14.0 14.0 14.7 15.5
Combined operating ratio % 91.9 92.7 91.3 87.0 87.9
Adjusted combined

operating ratio ! % 92.0 92.4 91.1 85.4 -
Insurance profit margin % 12.6 12.3 14.2 17.7 17.2

1 Combined operating ratio adjusted to exclude the impact of changes in risk-free
rates used to discount net outstanding claims. Management-basis results were
not reported in 2013.

Premium income

Gross written premium increased 2% to $4,024 million from $3,933 million
in the prior year.

Gross written premium decreased 1% on a constant currency basis.
Healthy premium rate increases across the majority of the portfolio
were more than offset by the impact of regulatory changes to the NSW
CTP scheme (which led to material premium rate reductions) and the

Emergency Services Levy coupled with remediation activity in our workers’

compensation and commercial property portfolios.

Pricing initiatives resulted in an average premium rate increase
(excluding CTP) of 6.1% for business renewed in 2017 compared with an
average rate increase of only 0.2% last year. Higher rate increases have
been achieved in many of our short-tail lines of business with a 9.7% rate
increase in commercial property, 8.1% in workers’ compensation and
8.4% in commercial motor. Importantly and despite our focus on portfolio
remediation, premium retention levels remained steady throughout the
year at around 82%.

Although retention was relatively stable, new business volumes were 18%
below 2016 levels, particularly in short-tail personal, commercial lines
and workers’ compensation, reflecting our unwavering commitment to
underwriting discipline and premium rates which more accurately reflect
the level of risk.

Net earned premium fell 1% relative to the prior year on a constant
currency basis due to the purchase of additional reinsurance from the
Group’s captive reinsurer, Equator Re.

Gross written premium and
net earned premium (US$M)
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34 Australian & New Zealand Operations business review

Gross earned premium
by class of business

2017 2016
% %

@ Commercial & domestic property 32.8

@ Motor & motor casualty 28.0
Financial & credit 9.4
@ Public/product liability 7.9
Workers' compensation 6.9
Agriculture 5.3
Accident & health 46
Marine energy & aviation 27
@ Professional indemnity 2.3
Other 0.1

%
333

25.6
1.0
79
74
51
4.4
2.8
23
0.1

Claims expense

Australian & New Zealand Operations’ net claims ratio decreased to
62.3% from 63.7% in the prior year, primarily due to a further material
improvement in the attritional claims ratio.

The attritional claims ratio improved to 58.4% from 60.2% in the prior year,
driven by NSW CTP, trade credit and a broad-based improvement in the
profitability of most of our short-tail personal and commercial lines which
was partially offset by a cyclical deterioration in LMI. Excluding LMI, the
attritional claims ratio improved by 2.5% compared with the prior year.

Although lower than the prior year, gross catastrophe claims were higher
than expected due to Cyclone Debbie, the February storms in NSW and
storm activity in Victoria and NSW in December. The gross cost of large
individual risk claims improved relative to the prior year reflecting the
benefit of remediation activities, most notably with respect to commercial
property. The net cost of large individual risk and catastrophe claims
improved to 4.1% of net earned premium compared with 4.4% in the prior
year, reflecting enhanced divisional aggregate reinsurance protection.

The underwriting result benefited from positive prior accident year claims
development of $158 million or 4.5% of net earned premium, broadly in line
with $147 million or 4.3% in 2016. Continued positive claims development
reflects currently lower inflation and frequency experience than is factored
into the reserving assumptions for our long-tail products including NSW
CTP, workers’ compensation, liability and professional indemnity coupled
with benefits from our claims management initiatives.

Risk-free rates used to discount net outstanding claims liabilities increased
slightly over the year resulting in a $2 million claims benefit compared with
a $9 million charge in the prior year.

Commission and expenses

Australian & New Zealand Operations’ commission ratio increased
slightly to 15.1% from 15.0% in the prior year, reflecting minor movements
in product mix.

The expense ratio increased to 14.5% from 14.0% in the prior year.
On a constant currency basis, underwriting expenses were $13 million
higher than the prior year driven by an investment in claims and
underwriting initiatives coupled with reduced workers’ compensation
managed fund fee income following the non-renewal of our Victorian
WorkSafe contract and changes to our NSW managed fund contract.

Outlook

The insurance market will remain competitive; however, the
premium rate cycle is hardening as our competitors respond

to higher claims costs and continuing low investment returns.
We anticipate premium rate increases at least in line with claims
inflation and in some products at levels above inflation.

We anticipate a further improvement in our attritional

claims ratio during 2018 through increasingly targeted rate
increases and portfolio remediation actions, including benefits
emerging from our investment in pricing capability and the
utilisation of improved rate adequacy tools and monitoring
across the business.

We will maintain our focus on expense management and have

established an operational excellence program to improve the
end-to-end efficiency of our core processes and automate and
digitise activities where feasible.



Asia Pacific Operations
business review

Gross written
premium (US$M)

740

O 3% e’

Net earned
premium (UssM)

653
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Underwriting
result (ussm

(100)
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Insurance (loss)
profit (ussm)
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Combined
operating ratio 3

115.5%

2016 95.6%

Insurance (loss)
profit margin

(14.2)%

2016 5.5%

Following the formation of Asia Pacific Operations

in August, the newly formed executive team has
implemented plans to improve underwriting performance
through more robust risk selection, pricing and
underwriting standards. Efficiency initiatives have also
been implemented to reduce costs in 2018.

Jason Brown
Chief Executive Officer « Asia Pacific Operations

2017 overview

Asia Pacific’'s underwriting profitability deteriorated significantly during 2017, reflecting
the competitive market landscape coupled with a lapse in underwriting discipline that led
to an increase in exposure to higher hazard risks, particularly in property and marine in
Singapore and Indonesia as well as workers’ compensation in Hong Kong.

In response to the poor first half performance, in August 2017 the decision was taken

to reposition Emerging Markets as two standalone operating divisions (Latin American
Operations and Asia Pacific Operations) to more naturally support and align with the
geographical model applicable elsewhere in the QBE Group and to ensure an appropriate
level of management focus on remediation initiatives. Our governance and Board structures
have been adjusted to support this change. Consistent with this evolution, the leadership
team has been strengthened under the new CEO with the appointment of a dedicated Chief
Underwriting Officer, an experienced Chief Operating Officer and a new Executive Committee
formed to focus on performance improvement plans and operational efficiency.

A review of the business has identified numerous underperforming portfolios and profit
improvement plans are in place. Underwriting actions ranging from rate increases to exiting
unprofitable sub-segments have been initiated. Underwriting appetite and authorities have
been reset and greater rigour put in place on high hazard grade risks to improve underwriting
quality. The new Group underwriting standards are also being actively implemented
throughout the Asia Pacific Operations. In addition, our plan to exit Thailand has progressed
with the sale to a third party agreed and expected to close during the first half of 2018.

Remediation plans have impacted growth with gross written premium down 3% on the

prior year. Following an $18 million prior accident year reserve strengthening relating to the
Hong Kong workers’ compensation portfolio recognised in the interim result, a comprehensive
review of claims reserves identified the need for additional prior accident year reserve
strengthening of $19 million during the second half.

Operating and financial performance

Underwriting performance

Gross written premium decreased 3% during 2017. More selective underwriting of Hong Kong
workers’ compensation business coupled with remediation actions undertaken in specific loss
making commercial lines across Asia Pacific more than offset positive underlying growth in
personal lines distributed through agents and strategic partnerships.

Net earned premium, however, grew 6% due to the earning of premium growth in prior
financial years coupled with a more efficient reinsurance structure that resulted in lower
reinsurance costs.

-

Down 3% on a constant currency basis.
2 Up 7% on a constant currency basis.

3 Combined operating ratio adjusted to exclude the impact of changes in risk-free rates used to discount
net outstanding claims.
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Asia Pacific Operations business review

Gross written premium and
net earned premium (US$M)
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Asia Pacific Operations recorded a combined operating ratio of 115.3%
with an underwriting loss of $100 million, reflecting a heightened level
of medium sized attritional claims in property and marine, particularly in
Singapore and Indonesia, as well as Hong Kong workers’ compensation
which generated an underwriting loss of $53 million. This included

a $37 million charge to strengthen prior accident year claims reserves
following increased claims frequency and severity in certain industry
sub-segments such as construction as well as the higher incidence

of medium-large claims which adversely impacted the attritional claims
ratio. Whilst there was a major typhoon in August (Typhoon Hato) and
several large property claims, the combined net impact of these claims
was not significant overall due to strengthened reinsurance protection.

The Pacific Islands reported a strong underwriting result underpinned
by a combined operating ratio of 83.4% compared with 88.9% in the
prior year.

With the creation of a standalone Asia Pacific Operations, one-off
restructuring expenses were incurred which adversely impacted the
2017 expense ratio.

Although premium growth is likely to be subdued in the near term on the
back of remediation initiatives, we remain committed to profitable growth
over the long term, underpinned by improved underwriting discipline,
operational efficiency and our digital proposition to our customers.

Underwriting result

FOR THE YEAR ENDED

31 DECEMBER 2017 2016 2015 2014 2013
Gross written premium US$M 740 765 759 785 727
Gross earned premium US$M 779 748 737 720 643
Net earned premium US$M 653 615 599 593 517
Net incurred claims Us$m 439 321 298 306 250
Net commission UsS$m 145 132 130 122 106
Expenses US$M 169 135 130 127 108
Underwriting result US$M (100) 27 41 38 53
Net claims ratio % 67.2 52.2 49.8 51.6 48.4
Net commission ratio % 22.2 214 21.7 20.5 20.5
Expense ratio % 25.9 22.0 21.7 214 20.9
Combined operating ratio % 115.3 95.6 93.2 93.5 89.8
Adjusted combined

operating ratio ! % 115.5 95.6 93.2 93.5 -
Insurance (loss) profit margin % (14.2) 5.5 8.0 71 11.0

1 Combined operating ratio adjusted to exclude the impact of changes in risk-free
rates used to discount net outstanding claims. Management-basis results were
not reported in 2013.

Premium income

Gross written premium fell 3% to $740 million from $765 million in the
prior year.

Premium income contracted in most countries and portfolios due

to remediation initiatives including more selective underwriting in Hong
Kong workers’ compensation and property and marine coupled with
lower retention and new business volumes in Thailand following the
sale announcement.

Premium rate reductions averaged 2.3% across Asia Pacific compared
with 0.1% in the prior year.

The overall contraction in gross written premium was weighted towards
the second half which reduced by 4% compared with the prior year,
as remediation actions started to take effect.

Notwithstanding the contraction in gross written premium, net earned
premium grew 6% to $653 million from $615 million in the prior year,
reflecting the earning of premium on multi-year workers’ compensation
business in Hong Kong, strong prior year growth in Papua New Guinea
and lower reinsurance costs.



Claims expense

The net claims ratio deteriorated to 67.2% from 52.2% in the prior year,
primarily due to both a higher attritional claims ratio and adverse prior
accident year claims development.

Adverse prior accident year development amounted to $35 million
compared with $6 million of favourable development in 2016 which added
6.3% to the claims ratio compared with the prior year. Adverse prior
accident year development was driven by the $37 million charge in the
Hong Kong workers’ compensation portfolio.

The attritional claims ratio deteriorated to 56.0%, up 9.1% from 46.9%

in 2016. The review of Hong Kong workers’ compensation reserves
resulted in a strengthening of current accident year claims assumptions
which contributed 2.7% to the attritional claims ratio deterioration. The ratio
was also adversely impacted by a higher incidence of medium sized

claims in property and marine classes, mainly in Hong Kong, Singapore
and Indonesia, which were partially offset by better claims experience

in the Pacific Islands.

Despite Typhoon Hato and several large property claims, the net cost
of large individual risk and catastrophe claims reduced to $19 million
from $22 million in the prior year, reflecting the benefits of enhanced
reinsurance protection.

Commission and expenses

The net commission ratio increased to 22.2% from 21.4% in the prior
year, reflecting higher growth achieved with our agency and strategic
bancassurance partners as we continue to strengthen our proposition
within certain segments such as small medium enterprise (SME).

The net underwriting expense ratio increased to 25.9% from 22.0% in the
prior year, primarily reflecting the write-off of deferred acquisition costs due
to the contraction in gross written premiums coupled with around $8 million
of restructuring costs associated with the separation of Asia Pacific from
Emerging Markets.

In targeting a sustainable profitable performance, adjustments to Asia
Pacific Operations’ operating structure were necessary to drive cost
efficiencies and improve underwriting profitability. We are confident these
changes will result in efficiency savings that will emerge in the coming
financial years.

Outlook

2018 will be a year of reset for Asia Pacific Operations.

We will continue to reshape the portfolios to improve
underwriting profitability, particularly in Hong Kong workers’
compensation and Indonesian and Singaporean marine,
while maintaining moderate to high growth in selected profit
pools including bancassurance and affinity business as well
as professional lines.

Catastrophe and high hazard risks will be actively managed
through more disciplined underwriting standards, risk selection
and pricing reviews.

Aligning with the QBE Group strategy, we remain focused on
strategic initiatives to drive meaningful operational efficiencies,
including a leaner corporate overhead structure, and will
prioritise investment only in areas capable of achieving
appropriate returns.

While market pricing is expected to remain competitive, we will
continue to work with our partners to achieve appropriate
pricing in QBE’s preferred segments.

Gross earned premium
by class of business

2017
%

@ Commercial & domestic property 28.6
@ Workers' compensation 20.2
Marine energy & aviation 15.5

@ Motor & motor casualty 10.6
Accident & health 9.3
Public/product liability 6.2
Professional indemnity 4.8
Financial & credit 35

@ Other 1.3

2016
%
276

20.7
18.1
10.7
9.3
6.2
4.7
26
0.1
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863

715

(94)

(49)

13.1%

(6.9)%

A heightened incidence of large individual risk and
catastrophe claims coupled with deterioration in legacy
portfolios and adverse prior accident year claims
development contributed to a disappointing result.

Carola Fratini

Chief Executive Officer « Latin American Operations

2017 overview

In August 2017, the decision was taken to reposition Emerging Markets as two standalone
operating divisions (Latin American Operations and Asia Pacific Operations) to more naturally
support and align with the geographical model applicable elsewhere in the QBE Group and to
ensure an appropriate level of management focus on remediation initiatives. Our governance
and Board structures have been adjusted to support this change with Carola Fratini appointed
as CEO, Latin American Operations.

Although the average premium rate increase across the portfolio was 10.1%, up from 4.1%

in 2016, pricing conditions remain competitive and vary significantly by country and by class
of business. More importantly, significant premium rate increases are necessary to combat
typically very high levels of inflation and, in this context, the overall average portfolio premium
rate increase is dominated by inflation adjustments to the relatively large Argentine motor
business. Pricing conditions deteriorated in Brazil and Ecuador while improving modestly

in Colombia, Mexico and Puerto Rico.

During 2017, Latin America Operations experienced a heightened level of claims activity
reflecting a combination of increased frequency of medium-sized individual risk and
weather-related catastrophe claims (most notably Hurricane Maria), exacerbated by adverse
experience in legacy portfolios, particularly Colombian SOAT. On a positive note, corporate
and specialty business has continued to grow, and in this context, QBE brand awareness and
relations with major distribution partners continue to strengthen.

Recognising the poor underwriting results, some firm remediation actions have already been
taken such as the decision to exit our loss-making and volatile Chilean business in May 2017,
and a more recent decision to exit the historically unprofitable Colombian SOAT business.

At the same time, we are strengthening underwriting controls and discipline, with emphasis
on underperforming classes and regions such as non-SOAT business in Colombia, Brazilian
travel, Ecuadorian motor and commercial business in Mexico.

-

Up 4% on a constant currency basis.
Up 5% on a constant currency basis.

3 Combined operating ratio adjusted to exclude the impact of changes in risk-free rates used to discount
net outstanding claims.

N



Operating and financial performance

Underwriting performance

On a constant currency basis, gross written and net earned premium
increased by 4% and 5% respectively, driven by inflationary growth in
Argentina and growth in Brazil partly offset by the economic slowdown

in Ecuador, the mid-year disposal of the Chilean business and remediation
initiatives more broadly.

Latin America reported a combined operating ratio of 113.2%, up
significantly from 102.9% in the prior year. The deterioration in the
underwriting result reflected adverse prior accident year claims
development in the Colombian liability portfolio coupled with heightened
large individual risk and catastrophe claims activity and a deterioration
in the attritional claims ratio.

Underwriting result

FOR THE YEAR ENDED
31 DECEMBER 2017 2016 2015" 2014" 2013°

Gross written premium  US$M 863 867 969 1,006 1,098
Gross earned premium  US$M 835 840 950 986 1,060
Net earned premium US$M 715 713 837 876 902

Net incurred claims UsS$m 461 400 490 572 519
Net commission US$M 186 180 206 232 240
Expenses ussm 162 154 171 144 161
Underwriting result Uss$m (94) (21) (30) (72) (18)
Net claims ratio % 64.5 56.1 58.5 65.3 57.5
Net commission ratio % 26.0 25.2 24.7 26.5 26.7
Expense ratio % 227 21.6 20.4 16.4 17.8

Combined operating ratio % 113.2 1029 103.6 108.2 102.0

Adjusted combined

operating ratio ? % 11314 1029 103.6 108.2 -
Insurance (loss)
profit margin %  (6.9) 5.5 2.7 (0.5) 0.8

1 Excludes Argentine workers’ compensation business which was sold in 2015.

2 Combined operating ratio adjusted to exclude the impact of changes in risk-free
rates used to discount net outstanding claims. Management-basis results were
not reported in 2013.

Premium income

Latin America’s gross written premium was broadly flat at $863 million
compared with $867 million in the prior year.

On a constant currency basis, gross written premium increased by 4%,
well down from the 16% constant currency growth recorded in 2016, and
below the 10.1% average premium rate increase experienced.

Strong inflationary growth in Argentine motor and to a lesser degree Brazil,
was largely offset by a significant recession-driven contraction in Ecuador
and the mid-year sale of the Chilean operation which impacted the top-line
by $24 million. Premium income was broadly flat in Mexico, Colombia and
Puerto Rico. Growth in Brazil was driven by motor affinity business with a
new partner as well as commercial lines.

Net earned premium increased 5% on a constant currency basis, reflecting
gross written premium growth coupled with reduced reinsurance spend
following the renegotiation and restructuring of the Group’s reinsurance
protections effective 1 January 2017.

Gross written premium and
net earned premium (US$M)

I 53
B s 715

I 567
20 N 713

TR
B N 837

N 006
20 N 876

201 I 1097
® 0%

@ 0%
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@ Net earned premium
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Latin American Operations business review

Gross earned premium
by class of business

4

2017
%

@ Motor & motor casualty 46.6
@ Commercial & domestic property 27.3
Accident & health 8.1

@ Marine energy & aviation 6.9
Public/product liability 5.8
Life 29
Agriculture 1.6
Financial & credit 0.6

@ Professional indemnity 0.2
Other 0.0

2016
%
451
28.8
8.4
5.8
5.0
3.6
23
0.7
0.2
0.1

Claims expense

Latin America’s net claims ratio deteriorated to 64.5% from 56.1% in

the prior year, reflecting adverse prior accident year claims development
coupled with heightened large individual risk and catastrophe claims
activity and a deterioration in the attritional claims ratio.

The underwriting result was impacted by $14 million of adverse prior
accident year claims experience which increased the net claims ratio by
2.0%, primarily due to Colombia (SOAT and liability business), compared
with $11 million of favourable development in 2016 which benefited the
claims ratio by 1.6%.

The attritional claims ratio increased to 53.6% from 51.9% in the prior
period, largely due to adverse experience in Colombian SOAT, increased
frequency of medium-sized claims in Mexico and competitive pricing
pressure in Brazilian travel insurance and Ecuadorian motor, partially
offset by improvement in the Argentine motor portfolio.

The combined net cost of large individual risk and catastrophe claims
increased to 3.5% of net earned premium from 2.2% in the prior period.
Catastrophe claims increased to 2.7% of net earned premium from 1.9%
a year earlier, notwithstanding 2016 including significant costs associated
with the earthquake in Ecuador. Catastrophe activity included flood losses
in Argentina and Chile (prior to sale), two earthquakes in Mexico and of
course Hurricane Maria which devastated Puerto Rico. Large individual
risk claims increased to 0.8% of net earned premium from 0.3% in the
prior year, most notably due to large fire claims in Mexico.

Commission and expenses

Latin America’s commission ratio increased to 26.0% from 25.2% in the
prior year, mostly due to business mix changes and one-off costs related
to Brazilian affinity businesses.

The underwriting expense ratio also increased to 22.7% from 21.6% in the
prior period, reflecting higher staff costs in Argentina (driven by inflation
and mandatory union salary increases) along with one-off provisioning
including restructuring costs related to the establishment of a standalone
Latin American Operations, doubtful debts, software impairments and
property revaluation taxes.

Outlook

Following the completion of a strategic review, we have decided
to exit the Latin American region as part of a broader strategy
to simplify the Group’s geographic footprint and improve the
quality and consistency of our results.



Equator Re
business review

Gross written
premium (US$M)

1,580

O 17% %sie’

Net earned
premium? (ussm

847

© 379m 5

Underwriting
result?! (ussm

(350)

© 487m %5

Insurance (loss)
profit! (ussm)

(323)

O 487m %5

Combined
operating ratio -2

140.9%

2016 70.2%

Insurance (loss)
profit margin!

(38.1)%

2016 35.0%

During a year of extreme catastrophe activity, QBE’s
operating divisions benefited from material recoveries
under reinsurance protections purchased from Equator
Re. The external reinsurance purchased by Equator Re
on behalf of the Group responded to limit the impact

of this claims activity on the Group result.

Jim Fiore
Group Chief Reinsurance Officer & President « Equator Re

2017 overview

2017 was the costliest year on record for natural catastrophes, resulting in a net cost to the
global insurance and reinsurance industry of $135 billion 3. Consistent with global reinsurance
peers, our underwriting result was materially impacted with Equator Re reporting its second
ever underwriting loss, the first being in 2011.

The divisions received excess of loss premium rate reductions averaging 0-5% on non-loss
affected portfolios. Despite softer excess of loss reinsurance pricing and some divisions
opting for higher retentions, premium income increased overall reflecting additional divisional
proportional purchases.

Equator Re continues to play an important role in bridging the gap between the Group risk
appetite and that of each of the operating divisions. During 2016, the Group announced its
ambition to reduce external reinsurance spend without materially increasing exposure. This
was partly achieved by Equator Re retaining proportional business that had previously been
ceded externally such as North American Crop. At the same time, Equator Re increased its
participation on numerous internal divisional quota share treaties.

Supporting divisional growth ambitions has been a focus of Equator Re in recent years
and this is perhaps best demonstrated by Equator Re’s recent facilitation of the Group’s
multinational product offering. QBE’s underwriters all over the globe are now able to offer
multinational insurance solutions, comfortable in the knowledge that there is an efficient
and robust infrastructure equipped to transact and support this complex product offering.

The captive continues to play a pivotal role in optimising the Group’s capital requirements.
During 2017, Equator Re facilitated the loss portfolio transfer (LPT) of $436 million of North
American legacy reserves to a third party. The LPT generated a net gain for the Group and
removes the potential for further adverse prior accident year claims development in relation
to these portfolios, while freeing up capital for redeployment elsewhere.

To assist year on year comparability, the commentary hereafter refers to the 2017 and 2016
results excluding the impact of LPT transactions.

-

Adjusted for LPT transactions with North American Operations.

2 Combined operating ratio adjusted to exclude the impact of changes in risk-free rates used to discount
net outstanding claims.

3 Source: Munich Re, 4 January 2018.
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Equator Re business review

Gross written premium and
net earned premium (US$M)

I 550
O A 847

2016 1,349

I 468

I 007
20 D 367

2014 I 642
. 525

I 753
201 D 509

@ Gross written premium 0 17%
Q 81%

@ Net earned premium

Combined operating ratio (COR)
and insurance (loss) profit margin
(IPMD) (%)

IPM
© 40

2013 2014 2015 2016 2017

@ Combined commission == Insurance (loss)
and expense ratio profit margin

Net claims ratio --- IPM 5 year average

Operating and financial performance

Underwriting performance

Equator Re reported a combined operating ratio of 141.3%, up from 70.7%
in the prior year. Excluding the impact of movements in risk-free rates used
to discount net outstanding claims liabilities, the combined operating ratio
was 140.9%, up from 70.2% in the prior year.

Equator Re’s underwriting result was heavily impacted by adverse
catastrophe experience as well as higher than expected large individual
risk claims. The Group’s external reinsurance programs responded with
significant recoveries limiting the severity of the gross claims experience.

Adjusting for large individual risk and catastrophe claims retained by
Equator Re in excess of the Group’s aggregate reinsurance protections,
the underlying combined operating ratio would have been around 89%.
Relative to 2016, this underlying increase partly reflects the increase

in proportional business which typically operates at a higher combined
operating ratio than Equator Re’s excess of loss business.

Underwriting result

FOR THE YEAR ENDED 2017 20161
31 DECEMBER 2017 Adjusted 2016 Adjusted 2015 2014 2013

Gross written premium US$M 1,580 1,580 1,532 1,349 1,007 642 783
Gross earned premium US$M 1,614 1,614 1,429 1,246 994 764 802

Net earned premium US$M 732 847 651 468 367 525 509
Net incurred claims US$M 982 1,07 453 268 297 389 400
Net commission US$M 74 74 50 50 17 18 21
Expenses US$M 16 16 13 13 13 13 8
Underwriting result US$M (340) (350) 135 137 40 105 80
Net claims ratio % 134.2 1307 696 573 809 742 786
Net commission ratio % 104 8.7 77 107 4.6 3.3 41

% 22 1.9 20 2.8 3.5 24 15
% 146.5 1413 793 707 89.0 799 842

Expense ratio
Combined operating ratio

Adjusted combined
operating ratio 2 b 1461 1409 789 702 899 750 -

Insurance (loss) profit margin % (42.8) (38.1) 249 350 281 277 26.5

x

1 Adjusted for LPT transactions with North American Operations and related
external LPT of same portfolio.

2 Combined operating ratio adjusted to exclude the impact of changes in risk-free
rates used to discount net outstanding claims. Management-basis results were
not reported in 2013.

Premium income

Gross written premium increased 17% to $1,580 million, largely driven
by an increase in proportional business.

Net earned premium grew 81% to $847 million. Growth in proportional
income, which is mostly retained by Equator Re, coupled with savings
associated with the renewal of the core external reinsurance programs,
was partly offset by an increase in the external whole account quota
share reinsurance to 35% from 30% previously.



Claims expense
Equator Re’s net claims ratio was driven by significant catastrophe activity coupled with increased large individual risk claims
incidence and higher attritional claims from increased proportional business.

Net large individual risk and catastrophe claims totalled $734 million or 86.6% of net earned premium compared with $119 million
or 25.3% in 2016. This includes gross claims of $433 million in relation to hurricanes Harvey, Irma and Maria, which devastated the
Americas in September 2017, as well as $86 million from Cyclone Debbie, which impacted the Queensland coast in March 2017.

The net claims ratio also includes 11.5% or $97 million of adverse prior accident year claims development which compares with
positive development of 11.9% or $56 million in the prior year. The adverse claims development largely relates to reduced recoveries
on prior year aggregate reinsurances.

Heightened catastrophe claims activity has resulted in a material increase in Equator Re’s claims reserves. To maintain a strong
claim reserving probability of adequacy, the result also includes a risk margin strengthening of $28 million.

Commission and expenses

Notwithstanding the significant increase in proportional business which is subject to higher commission charges relative to
non-proportional business, the commission ratio improved to 8.7% from 10.7% in the prior year. Higher gross commission
expense was more than offset by additional reinsurance commissions following an increase in cessions under the external
whole account quota share to 35% from 30% in 2016.

Equator Re’s expense ratio improved to 1.9% from 2.8% in the prior year, reflecting the significant growth in net earned premium.

Outlook

After several years of premium rate softening and following the significant catastrophe activity of 2017, the
market has begun an orderly correction. Whilst a more aggressive hardening of reinsurance rates may have been
expected given the size of the insured losses, the more subdued price correction reflects the continued over
supply of capital and the dispersion of the cost of catastrophe claims, much of which was retained by the primary
market through multiple events with significant retentions.

During the January 2018 renewal period there has been a general, albeit modest, increase in pricing across a
wide range of classes (not just property catastrophe classes where loss impacted covers saw more significant
increases). This should allow for an improved market in 2018.

Most of Equator Re’s excess of loss business was renewed in January 2018 with rate and/or attachment point
increases achieved in conjunction with improved underwriting actions in each of our divisions. At the same
time, Equator Re will not incur significantly higher reinsurance costs in 2018 reflecting the fact that 50% of the
core catastrophe and per risk treaties and 100% of the aggregate cover was placed for two years commencing
in January 2017.
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Group Chief Risk Officer’s report

our business

The importance of a robust approach to the identification, measurement and
management of risk increases in uncertain times, particularly in a year like 2017
which saw QBE impacted by significantly increased natural catastrophe claims.

QBE is fully committed to ensuring that we apply a disciplined
approach to risk management and that our risk management
practices and systems are robust, independent and aligned with
global best practice. QBE’s Enterprise Risk Management (ERM)
framework is outlined in QBE’s Risk Management Strategy and

is supported by frameworks for each risk class, including strategic,
insurance, operational, credit, market and liquidity risks. All risk
categories are managed through Board governance, an approved
risk appetite set by the Board, scenario analysis and stress testing
and robust capital management. The ERM framework is applied
across the Group and provides a sound foundation for reducing
uncertainty and volatility in business performance.

Business performance oversight

The Group’s 2017 underwriting result was disappointing, with the
main drivers being: weather-related catastrophe claims including
hurricanes Harvey, Irma and Maria; Cyclone Debbie; the
Californian wildfires; a large number of smaller weather-related
claims in North America; and a deterioration in our Hong Kong
workers’ compensation portfolio.

It is widely recognised that continued climate change will lead
to increasingly unpredictable and potentially more severe
weather events with potentially significant economic and social
consequences. As well as the physical risks associated with
climate change, we are also cognisant of potential transitional
risks (e.g. legal, policy, investment) due to the global shift
towards a lower-carbon economy. In response, we have
established a cross-functional Climate Change Working Group
to coordinate our approach to managing climate-related risks
and opportunities. We welcome the Financial Stability Board’s
Taskforce on Climate-related Financial Disclosures (TCFD)
recommendations released in June 2017 and are currently
reviewing our readiness to disclose in line with them.

Our comprehensive reinsurance program was tested by the level
of catastrophe claims during 2017. QBE employs sophisticated
exposure modelling techniques to support our reinsurance

strategy and purchasing decisions. This modelling is subject
to continuous review and development, including back-testing
of our models against experience.

The underperformance in QBE’s Emerging Markets
foreshadowed during the first half was unacceptable.

In response to this, Asia Pacific was split out as a separate
division to allow management to focus on remediation activities
to restore profitability and a recently completed strategic review
of QBE’s Latin American Operations has determined that we will
exit these markets in order to simplify the Group’s risk profile
and geographic footprint.

Risk appetite

Our risk appetite forms the basis of QBE’s ERM framework

and represents the level of risk that the Board and management
are prepared to accept in pursuit of the organisation’s objectives.
Risk appetite is aligned to, and is considered in, all strategic and
business planning decisions QBE makes and we monitor our
exposures against the risk appetite on an ongoing basis. We
continue to actively manage our approach to risk appetite through
regular review of risk tolerance, monitoring of exposure and
experience compared with appetite, and market based reviews.

Governance

The Board plays a significant role in the ERM framework.

The Board is responsible for ensuring that an effective risk
management strategy is implemented and for defining the

risk appetite boundaries within which risk must be managed.

The Board is supported by the Board Risk and Capital Committee
which meets at least quarterly and is responsible for overseeing
active and appropriate management of risks according

to the stated risk appetite, strategy and business plans.

QBE manages risk in accordance with the “three lines

of defence” governance model. The first line is responsible
for managing the risk that arises as a result of activities
undertaken in our risk-taking businesses. The second line



includes the risk management and compliance functions which
are responsible for the maintenance and monitoring of risk
management frameworks, as well as the measurement and
reporting of risk performance and compliance. The third line
is provided by the internal audit function, which is responsible
for providing independent assurance to the Board and its various
audit and risk committees that risk management and internal
control frameworks are working as designed. Having defined
responsibilities across all three lines of defence ensures that
QBE adopts a coordinated approach to risk management and
that accountabilities are clear for our staff.

Risk culture

QBE defines risk culture as observable patterns of behaviour
in the way employees perform their work and the judgements
they take, as it relates to risk. Risk culture is an integral
component of QBE’s ERM framework and, like other components
of the framework, we continuously enhance our risk culture
approach. We are currently focusing on achieving greater
alignment between risk culture, the wider organisational
culture and conduct risk, as well as further embedding first line
accountability for risk culture, including through remuneration
and reward. This is in addition to our ongoing initiatives to
maintain a strong risk culture across the Group.

Stress and scenario testing

We use stress and scenario testing to better understand our risk
profile under a range of different scenarios. Assessing the impact
of extreme but plausible events helps us to better prepare for
such situations and ensures that our risk exposure is acceptable
to the Board. QBE uses a range of modelling techniques

to estimate potential losses, manage exposure and assist

in making decisions regarding risk management and coverage.
This capability is critical to managing our exposure to possible
events, such as natural catastrophes and economic shocks.

Emerging risks

We recognise that the risk environment changes and evolves
over time. Existing risks develop in new or unexpected ways and
new risks, which are usually characterised by incomplete but
developing knowledge, materialise. QBE operates emerging risk
forums across the Group to identify and monitor these emerging
risks, analyse their potential impact and develop strategies

to mitigate or exploit opportunities.

Capital management

Capital management is another key component of the ERM
framework and aims to achieve the appropriate balance
between our risk appetite and the amount of capital required
to support each of our businesses. QBE uses a number

of capital management tools to support the assessment

of risk and allocation of capital including:

* QBE’s Economic Capital Model — QBE’s internal model,
developed to measure overall exposure to risk as well
as exposure to each of our main categories of risk, provides
a quantitative base for us to understand, monitor and manage
our exposures. We also use the model to make better business
decisions, assess economic capital requirements and measure
performance on a risk-adjusted basis.

» Analysis of regulatory and rating agency capital models
— to better understand how regulatory and rating agencies
assess the impact of our strategic decisions on our risk profile

and capital requirements, we conduct financial modelling
analysis with reference to the requirements of the various
capital environments in which QBE operates.

» A number of bespoke risk assessment tools — we use catastrophe
models, scenario analysis, stress tests and reverse stress tests
to evaluate business plans and support our capital plan.

Another key capital management tool is QBE’s Internal

Capital Adequacy Assessment Process (ICAAP). The ICAAP
is supported by both the Economic Capital Model and scenario
analysis, and is used to:

* manage the capital held by QBE;

» monitor the risk profile against appetite;

* ensure the risks taken by QBE are commensurate with
required returns;

« allocate capital to operating entities for planning and
performance monitoring purposes; and

« analyse alternative reinsurance options and regulatory
and rating agency submissions.

Investment, market, credit
and liquidity risk
QBE actively manages its exposures to investment, market and

credit risks that arise inherently from the management of a global
insurance operation, including risks generated through:

» the management of a global investment portfolio;

« regular insurance activities and exposure to reinsurance
counterparties; and

« global treasury operations, including exposures to foreign
exchange movements, collateral management and bank
counterparty risks.

Risks to earnings due to material market movements, risk
concentrations and changes to credit quality are identified,
measured and controlled. These are subject to risk management
frameworks and oversight within defined Board-approved risk
appetites that are monitored through limits structures and specific
delegated authorities.

QBE'’s liquidity risk framework is designed to ensure that QBE
has sufficient high-quality liquid assets at all times, including

at times of severe stress, to meet our liabilities as they fall due.
Liquidity risk is monitored against specified limits within the
Board-approved risk appetite and supporting processes ensure
that contingency plans are in place to address crisis situations.

Regulatory risk

As a global insurance group, QBE is subject to oversight

by approximately 30 prudential regulatory regimes around the
world, as well as extensive legal and regulatory requirements and
obligations, industry codes and business and ethical standards
across its business activities. To manage the regulatory and
compliance risk we face as a global organisation, we combine
local expertise with a globally consistent compliance framework.
We continue to monitor regulatory developments in each of the
markets the Group operates in.
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Board of
Directors

W. Marston (Marty) Becker i, sssa Chairman

Marty was appointed as an independent non-executive director of QBE in 2013 and Chairman in April
2014. Marty is a member of the Audit, Investment, People & Remuneration, Risk & Capital, and Operations
& Technology Committees. Marty previously served as President and CEO of Alterra Capital Holdings
Limited and is on the Board of Governors of West Virginia University. Marty has over 36 years’ experience
in general insurance, reinsurance, investment banking and private equity and has held various insurance
and reinsurance executive positions.

Patrick (Pat) Regan ssc.rca Group Chief Executive Officer

Pat joined QBE in 2014 and was appointed Group Chief Executive Officer in 2018. He was previously
appointed CEO, Australian & New Zealand Operations in 2016 and, prior to this, he held the position of
Group Chief Financial Officer. Prior to joining QBE, Pat was the Chief Financial Officer at Aviva Plc in
London. Pat has more than 28 years of financial and management experience of which around 20 years
is in insurance and financial services. Pat was previously the CFO/COO of Willis and has held several
roles at RSA and AXA.

Stephen Fitzgerald BEc Independent non-executive director

Stephen was appointed as an independent non-executive director of QBE in 2014. He is Chairman of the
Investment Committee and a member of the Risk & Capital, and Operations & Technology Committees.
Stephen is Chairman of Affirmative Investment Management. Previously, Stephen was a member of the
Board of Guardians of the Future Fund (Australia’s Sovereign Wealth Fund), and Chairman of Goldman
Sachs, Australia and New Zealand. He also served on the Goldman Sachs Partnership Committee.

John M. Green s uris/LLs, FAicD, s FIN Deputy Chairman

John became an independent non-executive director of QBE in 2010. As well as Deputy Chairman, he is
Chairman of the People & Remuneration Committee, Deputy Chairman of the Investment, and Operations
& Technology Committees and a member of the Risk & Capital, and Audit Committees. Currently, John is
also a non-executive director of Challenger. Previously he was on the Board of WorleyParsons, and had
30 years’ experience in the financial services and other sectors as an investment banker and, earlier, a
lawyer. He is also a novelist and co-founder of book publisher Pantera Press.

Kathryn (Kathy) Lisson .. sc tonours) Non-executive director

Kathy was appointed as a non-executive director in September 2016. Kathy is Chairman of the Operations
& Technology Committee, and a member of the Audit Committee. Until 2016, Kathy was a partner of Ernst
& Young LLP, where she led the firm’'s Canadian Insurance Advisory practice, and before that she was the
COO for QBE European Operations. Previously, Kathy held senior roles at Price Waterhouse and Bank of
Montreal in Canada, and at Barclays Bank and Brit Insurance Holdings in the UK.




Sir Brian Pomeroy wa,rca Independent non-executive director

Sir Brian was appointed as an independent non-executive director of QBE in 2014. Sir Brian is Chairman
of the Audit Committee and a member of the Investment and Risk & Capital Committees. He was formerly
a non-executive member of the Board of the Financial Conduct Authority in the UK, a nominated member
of the Council of Lloyd’s of London and a non-executive director on QBE’s European regulated boards. He
was the senior partner of Deloitte Consulting in the UK until 1999.

Jann SKinner : com, rca, raico Independent non-executive director

Jann was appointed as an independent non-executive director of QBE in 2014. Jann is Deputy Chairman
of the Audit Committee and the Risk & Capital Committee and a member of the People & Remuneration
Committee. Jann was a non-executive director on QBE’s Australian regulated boards, where she was also
Chairman of the Audit and Risk & Capital Committees. She has over 30 years’ professional accounting
experience and was an audit partner at PricewaterhouseCoopers.

Rolf Tolle Dipl. Pol Independent non-executive director

Rolf was appointed as an independent non-executive director in March 2016. Rolf is the Chairman of the
Risk & Capital Committee and a member of the People & Remuneration and the Audit Committees. He has
many years’ experience in specialist insurance and reinsurance businesses, having held senior positions in
a number of global companies.

Michael (MikE) Wilkins «os Com, MBA, FCA, FAICD Independent non-executive director

Mike was appointed as an independent non-executive director of QBE in November 2016. Mike is Deputy
Chairman of the People & Remuneration Committee and a member of the Audit, and Operations &
Technology Committees. He was the Managing Director and CEO of Insurance Australia Group Limited
until November 2015. He has more than 30 years of experience in financial services, including serving as
Managing Director and CEO of Promina Group Limited and Managing Director of Tyndall Australia Limited.
He is currently a non-executive director of AMP Limited and Medibank Private Limited. Previously he held
non-executive roles at Maple-Brown Abbott Limited and Alinta Limited.

John Neal Margaret Leung s«

Former Group Chief Executive Officer Retired independent non-executive director

John joined QBE in 2003 and was appointed Group CEO in 2012. Margaret Leung served as an independent non-executive director
Prior to this, John held the position of CEO of Global Underwriting of QBE from 2013 until her retirement on 20 March 2017. Margaret
Operations as well as several leadership positions in QBE was the Deputy Chairman of the Remuneration Committee and a
European Operations, most recently as Chief Underwriting Officer. member of the Audit Committee. Margaret is a director of Chong
John has over 30 years’ experience in the insurance industry Hing Bank, Hong Kong Exchanges and Clearing Limited, Sun

and, before joining QBE, was the CEO of Ensign. John developed Hung Kai Properties, Li & Fung Ltd and First Pacific Company

Ensign to become the UK'’s leading commercial motor insurance
brand. QBE acquired Ensign in 2003. John stepped down as

Limited. Margaret was previously the CEO of Hang Seng Bank
Limited and director of China Construction Bank Corporation.

Group CEO on 31 December 2017.
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Group Executive
Commiittee

Patrick (Pat) Regan ssc rca Group Chief Executive Officer

Pat joined QBE in 2014 and was appointed Group Chief Executive Officer in 2018. He was previously
appointed CEO, Australian & New Zealand Operations in 2016 and, prior to this, he held the position of
Group Chief Financial Officer. Prior to joining QBE, Pat was the Chief Financial Officer at Aviva Plc in
London. Pat has more than 28 years of financial and management experience of which around 20 years
is in insurance and financial services. Pat was previously the CFO/COO of Willis and has held several
roles at RSA and AXA.

Michael Ford scom, msa, rca, reea Group Chief Financial Officer

Michael joined QBE in September 2017 in the role of Group Chief Financial Officer. Before joining

QBE, Michael was the Deputy Chief Financial Officer for the Commonwealth Bank of Australia (CBA).
He joined CBA in 2005 and held a number of senior financial roles before his appointment as Deputy
CFO in 2011. Prior to this, he held senior financial roles at National Australia Bank’s wealth management
division, and Lendlease Group. Michael is a Chartered Accountant.

Vivek Bhatia BEng, MBA, CFA Chief Executive Officer, Australian & New Zealand Operations
Vivek joined QBE in February 2018 in the role of CEO, Australian & New Zealand Operations. Before
joining QBE, Vivek was inaugural CEO and MD of icare, the NSW Government public financial
corporation managing the state’s insurance and care schemes. Earlier in his career Vivek was

the CEO of Wesfarmers Insurance in Australia. He has also co-led McKinsey & Co’s Asia Pacific
Restructuring & Transformation practice.

Jason Brown s econ, aca Chief Executive Officer, Asia Pacific Operations

Jason joined QBE in 2002 and was appointed CEO, Asia Pacific Operations in August 2017. Prior

to this, Jason held the position of Group Chief Risk Officer and was previously Chief Risk Officer for
Australian & New Zealand Operations. Earlier in his career Jason was a Principal at Ernst & Young in
both assurance and consulting in Australia and the UK. Jason is a Chartered Accountant and has been
involved in the financial services industry for more than 25 years.

Liam Buckley s sus aco. ca Interim Group Chief Risk Officer

Liam joined QBE in 2014 as Group Head of Internal Audit and was appointed Interim Group Chief

Risk Officer in August 2017. Prior to joining QBE, Liam held roles at Commonwealth Bank of Australia,
Macquarie Group and Vodafone Australia. He commenced his career in professional services with roles
in Australia and Asia at PwC and Deloitte. Liam is a Chartered Accountant and has more than 25 years’
professional experience across a broad range of industries.
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1 Russell (RUSS) Johnston s s+ Chief Executive Officer, North American Operations

Russ joined QBE in May 2016 in the role of CEO, North American Operations. Russ has more than

25 years’ experience in the insurance industry in North America, and has held a range of senior
business and operational roles since joining American International Group (AIG) in 1990. Most recently,
Russ was President of AIG Casualty in the Americas, with responsibility for all AIG’s US, Canada,
Bermuda and London based US Casualty underwriters.
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David McMillan sa, vsa, rcma Group Chief Operations Officer

David joined QBE in September 2017 in the role of Group Chief Operations Officer. Prior to joining QBE,
David was the CEO Europe and India and Chairman of Global Health Insurance for Aviva plc. Earlier

in his career at Aviva, David was CEO of UK General Insurance. David joined Aviva in 2002 following E~)
almost ten years with the management consulting arm of PricewaterhouseCoopers. S §
it
Margaret Murphy Group Chief Human Resources Officer
Margaret joined QBE in October 2016 in the role of Group Chief Human Resources Officer. Prior to this, P
she was the Chief of Staff to the Group HR Director at Barclays plc. After starting her career with the 3 §
London Underground, Margaret worked with companies including Inchcape, BAT and J Sainsbury before - 8.
spending 10 years working with Barclays. Her penultimate role at Barclays was as HR Director for Global =
Functions, where she led a team of 70 HR professionals providing services to over 14,000 people.

o 50
Richard Pryce B HIS (HONS) Chief Executive Officer, European Operations % ;:;’
Richard joined QBE in 2012 and was appointed CEO, European Operations in 2013. Richard began EH
his insurance career with R.W. Sturge syndicate at Lloyd’s where he became Claims Director. In 1996, g'

Richard moved to Ockham as Professional Lines Class Underwriter for Syndicate 204. Richard went on
to run ACE’s Financial Lines business in London before becoming President of ACE Global Markets in
2003 and ACE UK in 2007. He has worked in the London insurance market for 35 years and is currently
a non-executive director of the Lloyd’s Franchise Board
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Corporate governance statement

QBE Insurance Group Limited (QBE) is commiitted to the highest standards of corporate
governance. The QBE Group has a vision and six ONE QBE values that recognise its
customers, people, shareholders and the community. QBE believes that a culture that
rewards transparency, integrity and performance will promote its long-term sustainability
and the ongoing success of its business.

This Corporate Governance Statement relates to the 2017 financial year, and should be read in conjunction with QBE’s 2017 Annual
Report and the 2017 Sustainability Report. This Corporate Governance Statement has been approved by the Board and is dated
26 February 2018.

Board and management

Board functions

The Board charter sets out the matters expressly reserved for the Board and those delegated to its Committees and management.
In accordance with its charter, the Board:

* oversees corporate governance;

« selects and supervises the Group Chief Executive Officer;

* provides direction to management;

 approves the strategies and major policies of the QBE Group;

* monitors performance against plan;

« considers regulatory compliance;

* monitors people-related strategies (including people development and succession planning);

* reviews information technology and other resources; and

* ensures that an effective risk management strategy is established and maintained.

The Board reviews strategy on an ongoing basis. To help the Board maintain its understanding of the business and to effectively
assess management, directors receive regular presentations from the divisional chief executive officers and other senior managers
of the various divisions on relevant topics including budgets, three-year business plans and operating performance. The Board

receives updated forecasts during the year. The non-executive directors also have contact with senior executives at numerous times
and in various forums during the year.

Visits by non-executive directors to the QBE Group’s offices in key locations are encouraged. The Board meets regularly in Australia
and, due to QBE’s substantial overseas operations, usually spends time in the United Kingdom and the United States each year.
The Board visited the QBE Group’s operations in New York in June and December and in London in October 2017. Delegations from
the Board also visited Miami in June 2017 to meet with and receive presentations from local management.

Each formal Board meeting normally considers reports from the Group Chief Executive Officer and the Group Chief Financial Officer,
together with other relevant reports. The non-executive directors regularly meet in the absence of management. The Chairman and
Group Chief Executive Officer in particular, and directors in general, have substantial contact outside Board and Committee meetings.

Details of the number of Board meetings held during the 2017 financial year and attendance by directors are set out in the
Directors’ Report.

The Board delegates responsibility to the Group Chief Executive Officer for management of the business on a day-to-day basis.
Senior management functions

Management’s responsibilities are to:

+ develop a draft strategy, make recommendations to the Board and implement the Board approved strategy subject to market conditions;
* prepare annual budgets and three-year business plans;

* carry on day-to-day operations within the Board approved annual budget and three-year business plans subject to market conditions;
* design and maintain internal controls;

» set up and keep under review an effective risk management and compliance management system, and monitor and manage
all material risks consistent with the strategic objectives, risk appetite statements and policies approved by the Board;

« inform the Board of material matters, and keep the Board and market fully informed about material continuous disclosure issues; and
* ensure succession plans exist for all senior management positions other than the Group Chief Executive Officer.



QBE has operated under an extensive written system of delegated authorities for many years. In particular, a written delegated
authority with specified limits is approved by the Board each year to enable the Group Chief Executive Officer to conduct the QBE
Group’s business in accordance with detailed budgets and business plans. This authority deals with topics such as underwriting,
reinsurance protection, claims, investments, acquisitions and expenses. The Group Chief Executive Officer delegates his authority

to management throughout the QBE Group on a selective basis, taking into account expertise and past performance. Compliance
with delegated authorities is monitored by management and adjusted as required for actual performance, market conditions and other
factors. Management and the QBE Group’s internal audit teams review compliance with delegated authorities and any breach can
lead to disciplinary procedures, including dismissal.

Chairman

The independent Chairman of the Board of QBE is Marty Becker, who was appointed in April 2014. In his role as Chairman, Mr Becker
is responsible for ensuring that the Board functions as an effective and cohesive group. Mr Becker works closely with the Group Chief
Executive Officer to determine the strategic direction for QBE and to establish high standards of governance and leadership.

Committees

The Board is supported by several Committees which meet regularly to consider audit, risk management, investments, remuneration,
technology, operations and other matters. The main Committees of the Board are the Audit, Investment, People & Remuneration,
Nomination, Risk & Capital and Operations & Technology Committees. Further sub-committees of the Board may be convened

to confer on particular issues from time to time. Any non-executive director may attend a Committee meeting. The Committees have
free and unfettered access to QBE’s senior managers and may consult external advisers at QBE’s cost, including requiring their
attendance at Committee meetings, with the consent of the Chairman. A report on each Committee’s last meeting is provided to the
next Board meeting.

Each Committee comprises at least three independent directors and each Committee Chairman is an independent or non-executive
director who is not the Chairman of the Board (excluding the Nominations Committee, the Chairman of which is Mr Becker). Each
Committee operates under a written charter approved by the Board. These charters are available at www.gbe.com. The membership
of each Committee is provided on our website at www.gbe.com and details of the number of Committee meetings held during the
2017 financial year and attendance by Committee members at Committee meetings are set out in the Directors’ Report.

Further information regarding the Committees can be found throughout this Corporate Governance Statement.

Company Secretary
The Company Secretary acts as secretary to the Board and all of the Committees and is accountable directly to the Board, through
the Chairman, on all matters to do with the proper functioning of the Board. All directors have direct access to the Company Secretary.

The Company Secretary’s role is described in the Board charter and includes communication with regulatory bodies and

the Australian Securities Exchange (ASX), all statutory and other filings, assisting with good information flows within the
Board and its Committees and between non-executive directors and senior management, as well as facilitating induction and
professional development as required. The Company Secretary may also provide guidance to directors in respect of legal and
regulatory responsibilities.

Board skills and experience
Directors are selected to achieve a broad range of skills, experience and expertise complementary to the QBE Group’s insurance

activities. At the date of this Corporate Governance Statement, the Board comprised nine directors, being an independent Chairman,
seven other non-executive directors, and the Group Chief Executive Officer.

The Board has a skills matrix covering the range of competencies and experience of each director. When the need for a new director
is identified, the required experience and competencies of the new director are considered in the context of this matrix and any gaps
that may exist.

The Board’s skills matrix is below.

SKILLS INDUSTRY

Financial literacy General insurance
Legal Reinsurance
Governance Investment banking
Strategy Private equity
Commercial expertise Financial services
Risk management Accounting
Government relations Investments

Executive leadership
Digital technology
Cyber security

IT risks

Data analytics

Details of individual directors, including their qualifications and experience, independence status and the period of office serving
on the Board, are set out in the Board of Directors section and can also be found on the QBE website at www.gbe.com.
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Corporate governance statement covrinue

Independence of the Board

The majority of the Board are independent directors, applying the “independence” definition of the ASX Corporate Governance
Council. When applying this definition, the Board has determined that an independent director’s relationship with QBE as

a professional adviser, consultant, supplier, customer or otherwise is not material unless amounts paid under that relationship

exceed 0.1% of QBE’s revenue. The roles of QBE’s Chairman and Group Chief Executive Officer are also not exercised by the
same individual.

Directors are required to advise the Board on an ongoing basis of any interest they have that they believe could conflict with QBE’s
interests. If a potential conflict does arise, either the director concerned may choose not to, or the Board may decide that he or she
should not, receive documents or take part in Board discussions whilst the matter is being considered.

Tenure

The mere fact that a director has served on the QBE Board for a lengthy period of time does not, of itself, suggest a lack of
independence; however, the Board has agreed that an independent director’s term should be approximately 10 years. The Board
considers that a mandatory limit on tenure would deprive the QBE Group of valuable and relevant corporate experience in the
complex world of international general insurance and reinsurance. The tenure of each director is set out in the Board of directors
section and can also be found on the QBE website at www.qbe.com.

QBE'’s constitution provides that no director, except the Group Chief Executive Officer, shall hold office for a continuous period
in excess of three years or past the third AGM following a director’s appointment, whichever is the longer, without submission
for re-election. Under QBE’s constitution, there is no maximum fixed term or retirement age for non-executive directors.

Board selection process

The Board has a Nomination Committee which meets regularly during the year around the time of the Board meetings. The Committee
assists the Board in appointing directors so that the Board as a whole has the necessary range of skills, knowledge and experience

to be effective. The Nomination Committee is comprised of all the non-executive directors of the Board and is chaired by Mr Becker.

A formal process for the selection and appointment of directors is undertaken by the Nomination Committee and Board. Before the
Board appoints a new director or puts forward a candidate for election, appropriate background checks are undertaken. External
consultants may be employed, where necessary, to search for prospective directors. Candidates are assessed against the required
skills and on their qualifications, backgrounds and personal qualities. In addition, candidates must have the required time to commit
to the position. The Board regularly reviews the mix of skills that is required. Under QBE’s Constitution, the size of the Board is limited
to 12 directors. The Board considers that a maximum of 12 will reflect the largest realistic size of the Board that is consistent with:

* maintaining the Board’s efficiency and cohesion in carrying out its governance duties on behalf of shareholders;

« reducing the risk of a director being insufficiently involved and informed in the business of QBE; and

« providing individual directors with greater potential to contribute and participate.

QBE also provides shareholders with all material information in its possession that is relevant to a decision on whether or not to elect
or re-elect a director through a number of channels, such as the Notice of Meeting, director biographies and other information
contained in the Annual Report.

The Board adopted revised non-executive director nomination, performance evaluation and tenure guidelines in September 2014.
The Board believes that orderly succession and renewal contributes to strong corporate governance and is achieved by careful
planning and continual review. As an ongoing evaluation, the Board regularly discusses its make up in relation to the mix of skills,
diversity and geographic location of directors to meet the needs of QBE.

Director induction and training

Upon appointment, each non-executive director (and senior executive) is provided with a written agreement which sets out the terms
of their appointment. Directors also attend induction sessions upon their appointment, where they are briefed on QBE’s history and
vision, strategy, financials, and risk management and governance frameworks.

The Board ensures it has the information it requires to be effective including, where necessary, independent professional advice.

A non-executive director may seek such advice at QBE’s cost with the consent of the Chairman. Directors are also provided with
ongoing professional development and training programs to enable them to develop and maintain their skills and knowledge at QBE’s
cost, with the consent of the Chairman.

Performance evaluation and remuneration

Performance evaluation — Board and directors

The Chairman oversees the performance of the Board, its Committees and each director. The Board regularly reviews its
performance through internal and external assessments, and recommendations for either improvement or increased focus are
agreed and then implemented.

In 2017, a Board evaluation was undertaken using the services of external consultants. The review covers the performance of the
Board and its Committees. The result of the review was reported to the Chairman and discussed in detail by the Board.

Performance evaluation — senior management
The People & Remuneration Committee oversees the performance of senior management. In addition, the Board continually monitors
the performance of senior management through regular contact and reporting.



In 2017, QBE continued to use a balanced scorecard of individual key performance indicators (KPIs) to ensure that a broader view
of performance and specific strategic priorities are considered when assessing performance and incentive outcomes. Other than
as set out in the Remuneration Report, senior management have 20% of their Executive Incentive Plan outcome determined with
reference to individual KPlIs.

The scorecard is aligned to QBE’s business plans and measures objectives which support QBE’s strategy in 2017. The Remuneration
Report sets out a summary of the key objectives and outcomes for the Group Chief Executive Officer for 2017, John Neal. The Group
Chief Executive Officer’s scorecard was formulated initially through a discussion between the Group Chief Executive Officer and the
Chairman and was approved by the Board. The scorecards for the rest of senior management (which are consistent with and support
the scorecard for the Group Chief Executive Officer) were approved by the People & Remuneration Committee.

The 2017 objectives for senior management were used to measure their performance for the 2017 year. These performance
evaluations occurred in 2018.

People & Remuneration Committee

The Board has a People & Remuneration Committee which meets at least quarterly to assist it in overseeing major remuneration
practices of the QBE Group. The People & Remuneration Committee is comprised of independent directors and is chaired by John
M Green. With effect from 1 January 2018, the scope of the People & Remuneration Committee was expanded to include key
people items to bring more focus on QBE’s people strategy. The name of the Committee has therefore been changed to the People
& Remuneration Committee to reflect this broader scope.

Remuneration policies and practices
Details of QBE’s policies and practices regarding the remuneration of executives and non-executive directors (being Key
Management Personnel) are set out in the Remuneration Report.

Other than meeting statutory superannuation requirements, QBE does not have in place any retirement benefit schemes for
non-executive directors.

QBE'’s trading policy for dealing in securities of QBE Insurance Group Limited or other entities outlines QBE’s approach to derivatives
or otherwise limiting the economic risk of participating in an equity-based remuneration scheme. The trading policy is available
at www.qbe.com.

Group governance

Group governance framework
The Board approved a new framework in 2013, which has continued to evolve. The framework includes, in particular:

« revised roles for the boards of divisional holding companies and divisional insurers; and
« divisions having committees similar to the QBE Board.

There is now a greater liaison between the QBE Board and the divisional holding boards. The QBE Board also meets separately with
local independent directors at least once a year. These changes followed a review of governance at QBE Group and divisional levels.

Group guidelines

In February 2018, the QBE Group released its updated Code of Ethics and Conduct. The code was reviewed and updated to take
into account QBE’s changing business environment, approach and strategy and emerging regulatory and compliance issues.

The code applies to all employees as well as our directors, agents and contractors. Also in February 2018, we changed the provider
of our current whistleblowing system and released the new system across the majority of QBE. The new system is known as the QBE
ethics hotline and reflects our commitment to develop a “speak up” culture and ensure disclosures made by our employees are taken
seriously and employees protected.

Director conduct is covered by both the Code of Ethics and Conduct and the non-executive directors’ nomination, performance
evaluation and tenure guidelines. These guidelines cover director conduct, particularly in regard to tenure, performance and
evaluation. The guidelines are available at www.gbe.com.au

The QBE Group has global policies in key compliance areas, including anti-bribery and anti-corruption, sanctions, whistleblowing and
diversity and inclusion. In 2017, we adopted new global policies in work, health and safety and privacy and introduced standards for
gifts and entertainment across our Group Head Office. In recognition of the importance of protecting customer data across the QBE
Group, we appointed a Group Privacy Officer. Our global approach in key compliance areas recognises that our employees (including
our contractors, directors and agents) are key to maintaining a compliant and ethical approach to our business practices. Most global
policies are supported by Group guidelines that provide additional information and guidance to support our employees.

In Australia, QBE complies with the General Insurance Code of Practice; a self-regulated code developed by the Insurance Council
of Australia relating to the provision of products and services to customers of the general insurance industry in Australia. QBE’s
Australian business is also a member of the Financial Ombudsman Service; an ASIC approved external dispute resolution body
which deals with general insurance disputes between consumers and insurers.

Continuous disclosure
The Board adopted a revised continuous disclosure policy in February 2015, which is available at www.gbe.com.

QBE takes its continuous disclosure obligations seriously and issues market releases during the year to satisfy those obligations.
All ASX announcements are set out on QBE’s website at www.gbe.com.
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Corporate governance statement covrinue

Diversity and inclusion

QBE has a strong commitment to diversity and to offer a dynamic workplace culture; one that values and leverages the ideas,
capabilities and experiences of our global workforce. We believe this strengthens our ability to deliver on our business goals,
particularly as it relates to innovation, performance and our focus on customers.

QBE’s global diversity and inclusion policy, sets out principles that highlight how we guide our actions and ensure dignity and respect
in the workplace and proactive diversity management across the QBE Group:

+ harness our global workforce to drive innovation and creativity working together to garner a better understanding of our customer,
shareholder and community needs;

» openly embrace the unique diversity, skills and qualities of all our employees and encourage an environment that is open to learning,
is culturally sensitive, flexible, safe, and attractive as an employer;

» promote a high level of engagement and performance by ensuring all employees have equal access to the opportunity to learn,
develop and grow, acknowledging our employees have a wealth of knowledge, skills and ideas to contribute; and

» ensure we demonstrate appropriate workplace behaviours and take accountability to eliminate all forms of unlawful discrimination.

Reporting to the QBE People & Remuneration Committee of the Group Board and discussions with the Group Executive Committee

who represent the Global Diversity & Inclusion Council as well as divisional leadership teams drives accountability and focus
on diversity and inclusion priorities, a summary of which are shown below:

AREA OF FOCUS ACHIEVEMENTS IN 2017
Upskilling of leaders promoting » Enhanced tools and resources made available for people leaders focused on eliminating
inclusive capabilities bias in decision making helping with day to day recruitment, onboarding, performance

management and career conversations and general leadership of high performing teams.
Workshops and online tools introduced via a People Leader Hub — promoting an objective,
consistent and fair employee experience globally.

Continued investment in development of leaders through the Global Leadership Academy:
an additional 222 employees globally attended the programs, of which 43% were female.

A total of 2,573 employees have participated in the Academy since its introduction in 2013
(42% being female).

.

Diversity in leadership Female representation at senior levels (Levels 0-3) increased a further 2% over the year,
representation reaching 30% (see Table A).

— 41% of all senior placements were female (42% of external hires were female;
38% of all promotions were female)

.

A new global process was introduced for recruiting senior roles (L0O-1 and key L2 roles)
that requires an equal number of female and male candidates to be shortlisted for each
vacant role.

Strong pipeline of diverse talent Focus on empowering employees’ access to career development by enhancing our

employment practices and offerings:

— new promotion process introduced in North America to support career progression for
key talent;

— enhanced talent review process with the introduction of discussions centred around
mix of gender, age and diversity of background to address business needs in European
Operations; and

— new digital learning and development initiatives including a global learning management
system, Learn@QBE and a career portal.

A number of QBE divisions proactively partnered with external companies to enhance

our ability to attract a more diverse mix of candidates, e.g. Partnership with Vercida

— diversity and inclusion jobs board in our European Operations and working in partnership

with Career Trackers in Australia looking to increase our internship opportunities for

Indigenous Australians.

Customer satisfaction and Aiming to enhance our diverse customer experience, we proactively evaluate advertising
retention and marketing content aimed at customers across QBE globally for gender bias ensuring
inclusive language is used prior to publication.

Launched the world’s first Gender Equality Additional Tier 1 (“AT1”) bond, enabling
institutional investors to invest in supporting organisations that champion gender equality
— aligning with QBE’s own commitments.




AREA OF FOCUS ACHIEVEMENTS IN 2017
Higher engagement of all » Overall engagement score of 67% and enablement score of 69% was achieved with
employees a strong survey response rate of 82% in 2017. We also introduced a Diversity & Inclusion

Index — achieving a score of 73%. This result indicates employees feel they are treated
respectfully and fairly and are supported in achieving work-life-balance.

» Promoting a “speak up” culture that ensures a safe environment to raise concerns
— we introduced a global whistleblower policy and ethics hotline together with global
education and training.

Gender balance at Board and senior management levels
QBE’s workforce as at 31 December 2017 is made up of 53% (7,427) women and 47% (6,713) men.

Details of gender representation across management levels together with targets set for achievement by 2020 are set out below:
Table A

GENDER TARGET ACTUAL ACTUAL BASELINE
GENDER REPRESENTATION BY 2020 31 DECEMBER2017 31 DECEMBER2016 31 DECEMBER 2015
QBE Board 30% 22% 27% 22%
Group Executive positions (Level 0) 1% 1% 10%
Level 1 22% 22% 20%
Level 2 22% 22% 21%
Level 3 32% 30% 29%
Women in management (Total % of Levels 0, 1, 2 &3) 35% 30% 28% 27%
Women in workforce 53% 53% 53%

In addition to QBE’s commitment to diversity and achieving our gender targets, QBE became a signatory to the United Nations
Women'’s Empowerment Principles in 2017. The Principles offer a framework and goals which we aim to leverage as we continue
to transform our behaviours and practices, guiding our future focus.

For additional information on our approach and progress, see QBE’s 2017 Sustainability Report. QBE also makes an annual filing
to comply with the Workplace Gender Equality Act (WGEA) in Australia disclosing our performance against the “Gender Equality
Indicators”. Both the 2017 Sustainability Report and 2017 WGEA Report can be found at www.gbe.com.

Respecting the rights of shareholders

QBE respects the rights of its shareholders by providing them with appropriate information and facilities to allow them to exercise
those rights effectively.

QBE aims to provide shareholders with up-to-date information. QBE also provides regular communications to shareholders and
other stakeholders through a number of publications including the Annual Report, Half Year Report and Sustainability Report. Hard

copies of these documents are sent to shareholders who have opted to receive these in printed form. All reports are available at www.

gbe.com. The website also provides information about QBE’s history, vision and corporate governance, as well the biographies about
directors and the QBE Group executives.

QBE provides shareholders the option to receive all communications from QBE and its share registry electronically, and encourages
shareholders to do so where possible. Shareholders can discuss their shareholding with either the shareholder services department
or the share registry, both located in Sydney.

QBE welcomes shareholder participation at its Annual General Meeting (AGM), either in person or by proxy. The AGM is held

in Sydney each year and webcast to shareholders that are unable to attend in person. Shareholders are also encouraged to provide
questions or comments ahead of the meeting, and ask any direct questions to the Chairman or the external auditor at the AGM.

All resolutions in the Notice of Meeting have explanatory notes. The shareholder communication guidelines are available

at www.gbe.com.

QBE has a comprehensive investor relations program that facilitates effective communication with its investors. The Group Chief
Executive Officer, Group Chief Financial Officer, Group Chief Risk Officer, Group Chief Operations Officer, Group General Counsel
and Company Secretary, Global Head of Investor Relations, divisional chief executives and divisional finance officers generally
deal with analysts, investors, media, rating agencies and others, taking account of regulatory guidelines including those issued

by the ASX on continuous disclosure. The presentations on the 30 June and 31 December results and other major presentations
are sent to the ASX before the presentations commence and are available promptly on the QBE Group’s website. The 30 June and
31 December presentations are also webcast live and subsequently archived on the QBE Group’s website.
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Corporate governance statement covrinue

Financial and other reporting

Audit Committee

The Board has an Audit Committee which meets at least quarterly to support the Board in overseeing the effectiveness of the QBE
Group’s financial reporting and risk management framework. In particular, the Audit Committee oversees and monitors the integrity
of the QBE Group’s financial reporting. The Audit Committee is comprised of non-executive directors, a majority of whom are
independent directors, and is chaired by Sir Brian Pomeroy.

CEO and CFO declaration

Prior to the Audit Committee’s review and the Board’s approval of the 2017 Annual Report, the Group Chief Executive Officer and
Group Chief Financial Officer provided a declaration to the Board that, in their opinion, the financial records were properly maintained,
that the financial statements complied with the appropriate accounting standards and that they gave a true and fair view of the
financial position and performance of the QBE Group. The declaration also provides that the opinion of the Group Chief Executive
Officer and Group Chief Financial Officer was based on a sound system of risk management and internal control which is operating
effectively.

External auditor independence

QBE firmly believes that the external auditor must be, and must be seen to be, independent. The external auditor confirms its
independence and the Audit Committee confirms this by separate enquiry. The Audit Committee meets with the external auditor in the
absence of management as part of each Committee meeting. The external auditor attends the AGM and a representative is available
to answer questions from shareholders relevant to the audit.

The Audit Committee has free and unfettered access to the external auditor. The external auditor, the Group Head of Internal Audit
and the Group Chief Actuary have free and unfettered access to the Audit Committee.

QBE has issued an internal guideline on external auditor independence. Under this guideline, the external auditor is not allowed
to provide the excluded services of preparing accounting records, financial reports or asset or liability valuations. Furthermore,
it cannot act in a management capacity, as a custodian of assets or as a share registry.

The Board believes some non-audit services are appropriate given the external auditor’s knowledge of the QBE Group. QBE may
engage the external auditor for non-audit services other than excluded services subject to the general principle that fees for non-audit
services should not exceed 50% of all fees paid to the external auditor in any one financial year. External tax services are generally
provided by an accounting firm other than the external auditor.

The Audit Committee approves the audit plan each year and receives information on the external auditor’s fees. QBE also considers
the terms of engagement of the external auditor every few years. The Corporations Act 2001 and Australian professional auditing
standards require rotation of the lead engagement partner after five years. The lead engagement partner of the external auditor was
last rotated in 2014.

In the event that the Audit Committee thought it appropriate to change the firm undertaking QBE’s external audit, it would conduct
an appropriate competitive tender process.

Actuarial review

It is a longstanding practice of the directors to ensure that the QBE Group’s insurance liabilities are assessed by actuaries.

The central estimate of QBE Group’s insurance liabilities, comprising outstanding claims and premium liabilities, is determined

by experienced internal actuarial staff. Actuarial staff form an independent view, separate from management, of both the central
estimate and the probability of adequacy of outstanding claims and premium liabilities. At 31 December 2017, close to 100% of QBE'’s
outstanding claims central estimate was also reviewed by external actuaries.

Internal audit

A global internal audit function is critical to the risk management process. QBE'’s internal audit function reports to the Group Chief
Financial Officer and the Audit Committee on the monitoring of the QBE Group’s worldwide operations. Internal audit provides
independent assurance that the design and operation of the controls across the QBE Group are effective. The internal audit function
operates under a written charter from the Audit Committee. Other governance documents include a reporting protocol, internal audit
manual, internal audit issue rating system, internal audit opinion levels and internal audit timetables. A risk-based internal audit
approach is used so that higher risk activities are reviewed more frequently.



Risk management

QBE is in the business of managing risk. The Board and management are fully committed to ensuring that a disciplined approach
to managing risk delivers leading practice and that QBE Group’s risk management processes and systems are robust and
independent. QBE’s risk framework supports its businesses across all divisions and provides a sound foundation for reducing
uncertainty and volatility in business performance.

Risk & Capital Committee

The Board monitors the QBE Group’s performance and, as such, plays a significant role in ensuring that an effective risk
management strategy is established and maintained. The Board has a Risk & Capital Committee which meets at least quarterly

to support the Board in overseeing the effectiveness of QBE Group’s risk and capital management frameworks. The proper oversight
of these frameworks supports strategic objectives, informs business plans and ensures that current and future risks are identified,
assessed and monitored in line with risk appetite. Under its charter, the Risk & Capital Committee is required to review the risk
framework periodically to confirm it continues to be sound. This review was undertaken during 2017 as part of the annual refresh

of the Risk Management Strategy.

The Risk & Capital Committee is comprised of independent directors and is chaired by Rolf Tolle and was chaired by Jann Skinner
until 31 December 2017. The Risk & Capital Committee has access to the Group Chief Risk Officer and other relevant senior
management.

Economic, social and environmental risk
Information about how QBE approaches sustainability and the management of environmental, social and governance (ESG) issues
can be found in the 2017 Sustainability Report available at www.qgbe.com.

Further details of how QBE manages risk are set out in the Group Chief Risk Officer's Report. An overview of QBE’s risk management
framework, including QBE’s key economic material risks and how these are mitigated, is also set out in note 4 to the Financial Report.

01
~

£10Z Vioday [enuuy
dnoin scuemsuj g0

MBIIAIOAO
90UBLLIONIS]

MB3IASI
ssaursng

&
<
o
=
=]
(]
=]
aQ
®

Hoday
51010911

Hoday
Teueury

uoneuLIoJur
=10



58

Directors’ Report

FOR THE YEAR ENDED 31 DECEMBER 2017

Your directors present their report on QBE Insurance Group Limited and the entities

it controlled at the end of, or during, the year ended 31 December 2017.

Directors

The following directors held office during the whole of the financial year and up to the date of this report:

Marty Becker (Chairman)
Stephen Fitzgerald

John M Green (Deputy Chairman)
Kathryn Lisson

Sir Brian Pomeroy

Patrick Regan

Jann Skinner

Rolf Tolle

Michael Wilkins AO

Ms Margaret Leung and Mr John Neal were directors from the beginning of the year until 30 March 2017 and 31 December 2017,

respectively.

Consolidated results

STATUTORY RESULT

2017 2016

US$M US$M

Gross written premium 14,191 14,395
Gross earned premium revenue 14,446 14,276
Net earned premium 12,041 11,066
Net claims expense (8,537) (6,442)
Net commission (2,116) (2,034)
Underwriting and other expenses (1,961) (1,922)
Underwriting result (573) 668
Net investment income on policyholders' funds 475 407
Insurance (loss) profit (98) 1,075
Net investment income on shareholders' funds 337 339
Financing and other costs (305) (294)
Losses on sale of entities (6) -
Unrealised losses on assets held for sale - (3)
Share of net losses of associates 1) -
Amortisation and impairment of intangibles (752) (45)
(Loss) profit before income tax (825) 1,072
Income tax expense (428) (228)
(Loss) profit after income tax (1,253) 844
Net loss attributable to non-controlling interests 4 -
Net (loss) profit after income tax (1,249) 844

Result

The net loss after tax for the year ended 31 December 2017 was $1,249 million compared with a net profit of $844 million last year.

Net earned premium of $12,041 million was up 9% compared with $11,066 million last year, mainly due to reduced reinsurance expense.
Excluding the impact of transactions in both years to reinsure legacy portfolios (2017 $415 million; 2016 $570 million), the increase mainly

reflected the benefit of the renegotiation and restructuring of the Group’s 2017 reinsurance protections.

The Group’s underwriting loss was $573 million compared with a profit of $668 million last year, giving rise to a combined operating ratio
of 104.8% compared with 94.0% last year. As previously advised to the market, the statutory underwriting result was materially impacted
by the Ogden decision in the UK ($141 million). The net claims ratio increased significantly to 70.9% from 58.2% in the prior year, also
reflecting an unprecedented level of natural catastrophe claims, a higher attritional claims ratio and reduced favourable prior accident year
claims development. These were partially offset by a benefit from higher risk-free rates used to discount net outstanding claims.

The combined commission and expense ratio improved to 33.9% from 35.8% last year. Higher commission rates in European Operations

were more than offset by favourable business mix changes in North American Operations including a significant increase in lower

commission paying Specialty and Crop business. Despite a reduction in workers’ compensation managed fee income in Australian & New
Zealand Operations, the underwriting expense ratio improved as a result of costs increasing by an overall 2% compared with 9% net

earned premium growth.



Net investment income was $812 million compared with $746 million last year, including foreign exchange losses of $33 million compared
with foreign exchange gains of $125 million last year. The overall net return was 3.2%, slightly above target reflecting fixed income gains
associated with credit spread compression and strong returns on growth/risk assets.

The Group’s effective tax rate was materially distorted by the write down of the deferred tax asset in North American Operations due to
the reduction in the US corporate tax rate to 21% and significant catastrophe claims in both North American Operations, where an already
substantial deferred tax asset precluded the further recognition of tax losses, and in Equator Re.

Dividends

The directors announce afinal dividend of four Australian cents per share, down from the final dividend of 33 Australian cents per share
for 2016. The dividend will be franked at 30%. The total dividend payout is A$356 million, compared with A$741 million for 2016, or
around 61% of cash profit. Further details in relation to dividends paid during the year are set out on page 140 of this Annual Report.

Our objective is to deliver a stable and growing dividend to our shareholders. Our current dividend policy sets the full year dividend payout
ratio at up to 65% of cash profit.

Activities

The principal activities of QBE during the year were underwriting general insurance and reinsurance risks, management of Lloyd’s
syndicates and investment management.

Presentation currency

The Group has presented the Financial Report in US dollars because a significant proportion of its underwriting activity is denominated
in US dollars. The US dollar is also the currency that is widely understood by the global insurance industry, international investors
and analysts.

Operating and financial review

A review of the Group’s operations during the year and the results of those operations is set on pages 4 to 43 of this Annual Report.
These pages also deal with the Group’s operations, financial position, business strategies and prospects for future financial years.

Outstanding claims liability

The net central estimate of outstanding claims is determined by the Group Chief Actuary after consultation with internal and external actuaries.
The assessment takes into account the statistical analysis of past claims, allowance for claims incurred but not reported, reinsurance and
other recoveries and future interest and inflation factors.

As in previous years, the directors consider that substantial risk margins are required over the actuarial net central estimate to mitigate the
inherent uncertainty in the net central estimate. The probability of adequacy of the outstanding claims liability at 31 December 2017 was
90.0% compared with 89.5% last year. The Australian Prudential Regulation Authority (APRA) prudential standards provide a capital credit
for outstanding claims in excess of a probability of adequacy of 75%.

Group indemnities

Article 78 of the company’s constitution provides that the company indemnifies past and present directors, secretaries or other officers
against any liability incurred by that person as a director, secretary or other officer of the company or its subsidiaries. The indemnity does
not apply to any liability (excluding legal costs):

e owed to the company or a related body corporate (e.g. breach of directors’ duties);

o for a pecuniary penalty under section 1317G or a compensation order under sections 1317H or 1317HA of the Corporations Act 2001
(or a similar provision of the corresponding legislation in another jurisdiction); or

e that is owed to someone other than the company or a related body corporate and which did not arise out of conduct in good faith.
The indemnity extends to legal costs other than where:

e in civil proceedings, one or more of the above exclusions apply;
e in criminal proceedings, the person is found guilty;

e the person is liable in proceedings brought by the Australian Securities and Investments Commission (ASIC), a corresponding regulator
in another jurisdiction or a liquidator (unless as part of the investigation before proceedings are commenced); or

e the court does not grant relief after an application under the Corporations Act 2001 or corresponding legislation in another jurisdiction.

In addition, a deed exists between the company and each director which includes an indemnity in similar terms to article 78 of the
company’s constitution.

Directors’ and officers’ insurance

QBE pays a premium each year in respect of a contract insuring directors, secretaries, senior managers and employees of the Group
together with any natural person who is either a trustee or amember of a policy committee for a superannuation plan established for

the benefit of the Group’s employees against liabilities past, present or future. The officers of the Group covered by the insurance contract
include the directors listed on pages 46 and 47, the Group Company Secretary, Carolyn Scobie, and Deputy Company Secretary,

Peter Smiles.

In accordance with normal commercial practice, disclosure of the amount of premium payable under, and the nature of liabilities covered
by, the insurance contract is prohibited by a confidentiality clause in the contract.

No such insurance cover has been provided for the benefit of any external auditor of the Group.
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Directors’ Report couinueo

FOR THE YEAR ENDED 31 DECEMBER 2017

Significant changes
There were no significant changes in the Group’s state of affairs during the financial year other than as disclosed in this Annual Report.

Likely developments and expected results of operations

Likely developments in the Group’s operations in future financial years and the expected results of those operations have been included
in the review of operations on pages 4 to 43 of this Annual Report.

Events after balance date

After 31 December 2017, the Group Board authorised a plan for the sale of operations in Argentina, Brazil, Colombia, Ecuador and
Mexico. Sale agreements were subsequently entered into in late February 2018 with completion expected by the end of 2018, subject to
regulatory approvals. The estimated aggregate consideration is $409 million, subject to closing adjustments, resulting in an estimated gain
on disposal of around $100 million before reclassification of foreign currency translation reserve. After the reclassification of foreign
currency translation reserve from equity to retained earnings through profit or loss, the estimated loss on disposal is around $110 million.

Other than the plan to dispose of these operations and the declaration of the final dividend, no matter or circumstance has arisen since 31
December 2017 that, in the opinion of the directors, has significantly affected or may significantly affect the Group’s operations, the results
of those operations, or the Group’s state of affairs in future financial periods.

Australian Government Royal Commission — banking, superannuation and financial services

In late 2017 the Australian Government announced a Royal Commission into the banking, superannuation and financial services
industries. The aim of the Royal Commission is to ensure that the Australian financial system is working efficiently and effectively.
QBE will provide all necessary support to the Royal Commission as requested.

Material business risks

As a global insurance and reinsurance business, QBE is subject to a substantial variety of business risks. The Board belie