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IMPORTANT INFORMATION

This report contains general information current as at 11 February 2022 (unless otherwise stated) and is not a
recommendation or advice in relation to any product or service offered by Insurance Australia Group Limited (IAG) or
its subsidiaries. It presents financial information on both a statutory basis (prepared in accordance with Australian
Accounting Standards which comply with International Financial Reporting Standards (IFRS)) and non-IFRS basis.
This report is not an invitation, solicitation, recommendation or offer to buy, issue or sell securities or other financial
products in any jurisdiction.

The report should not be relied upon as advice as it does not take into account the financial situation, investment
objectives or particular needs of any person. The report should be read in conjunction with IAG’s other periodic and
continuous disclosure announcements filed with the Australian Securities Exchange (available at www.iag.com.au)
and investors should consult with their own professional advisers.

No representation or warranty, express or implied, is made as to the accuracy, adequacy, completeness or reliability
of any statements (including forward-looking statements or forecasts), estimates or opinions, or the accuracy or
reliability of the assumptions on which they are based.

Any forward-looking statements, opinions and estimates in this report are based on assumptions and contingencies
which are subject to change without notice, as are statements about market and industry trends, which are based on
interpretations of current market conditions. Neither IAG, nor any other person, gives any representation, assurance
or guarantee that the occurrence of the events expressed or implied in any forward-looking statements in this report
will actually occur and IAG assumes no obligation to update such information. In addition, past performance is no
guarantee or indication of future performance.

To the maximum extent permitted by law, 1AG, its subsidiaries and their respective directors, officers, employees,
agents and advisers disclaim all liability and responsibility for any direct or indirect loss, costs or damage which may
be suffered by any recipient through use of or reliance on anything contained in, implied by or omitted from this report.

References to currency are to Australian dollars, unless otherwise specified. Prevailing exchange rates have been
used to convert local currency amounts into Australian dollars, where appropriate.
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1H22 RESULTS

1H21 2H21 1H22 1H22 vs 1H21

KEYRESULTS A$m A$m A$m Mvt

Gross written premium (GWP) 6,188 6,414 6,570 +6.2%
Net earned premium (NEP) 3,723 3,750 3,963 +6.4%
Insurance profit* 667 340 282 -57.7%
Net profit/(loss) after tax (460) 33 173 nm
Cash earnings 462 285 176 -61.9%
Reported insurance margin 17.9% 9.1% 7.1% -1080bps
Underlying insurance margin? 15.9% 13.5% 15.1% -80bps
Diluted EPS (cents per share) (19.73) 1.34 6.64 nm
Diluted cash EPS (cents per share) 17.88 10.80 6.77 -62.1%
Cash return on equity (ROE) 15.5% 9.0% 5.7% -980bps
Dividend (cents per share) 7.0 13.0 6.0 -14.3%
Prescribed Capital Amount (PCA) multiple 2.04 1.86 1.82 -22pts
Common Equity Tier 1 Capital (CET1) multiple 1.19 1.06 1.02 -17pts
GWP GROWTH INSURANCE PROFIT & MARGIN

57 59

1H21 2H21 1H22
1H21 2H21 1H22 ) . N
mmm Reported Insurance Profit! (A$m) s Underlying Insurance Profit (A$m)
= GWP (A$m) =o=GWP Growth (%) «e-Underlying Margin? (%) Reported Margin (%)
NET PROFIT/(LOSS) AFTER TAX (A$M) DILUTED CASH EPS & DPS
33 173
I
(460)
1H21 2H21 1H22 1H21 2H21 1H22
u Diluted Cash EPS (cents) mDPS (cents)
CASH ROE REGULATORY CAPITAL (MULTIPLE)
m2H21
u1H22
15.5%
9.0%
5.7%
1H21 2H21 1H22 PCA

,,,,,,,,,,, Target benchmark range

1The 1H22 reported insurance profit in this document is presented on a management reported (non-IFRS) basis which is not directly comparable to the
equivalent statutory (IFRS) figure in IAG’s 1H22 Financial Report (Appendix 4D). A reconciliation between the two is provided on page 6 of this document and
on page 3 of the Financial Report to comply with the Australian Securities and Investments Commission’s Regulatory Guide 230. IAG’s 1H22 net profit after tax
is the same in this document and in the Financial Report.

2IAG defines its underlying insurance margin as the reported insurance margin adjusted for net natural perils claims costs less the related allowance; reserve
releases or strengthening and credit spread movements.
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1. EXECUTIVE SUMMARY

GROUP HIGHLIGHTS

» Strong GWP performance, predominantly rate driven with volume growth in key strategic portfolios
Upgraded FY22 GWP guidance to ‘mid single-digit’ growth (previously ‘low single-digit’)

Underlying margin stability, with 15.1% in 1H22 versus 14.7% in FY21

Confidence in unchanged FY22 reported insurance margin guidance of 10-12%

$173m net profit after tax, with no one-off adjustments to cash earnings of $176m (5.7% cash ROE)
Continued capital strength, with CET1 ratio in the middle of targeted range and PCA ratio above
Group strategy now in execution phase, with significant progress on growth initiatives

GROSS WRITTEN PREMIUM

GWP growth of 6.2% versus 1H21, or 5.6% adjusting for foreign currency translation effects

Growth momentum improved over the half, notwithstanding COVID-19 lockdown impacts (~0.6% drag)
Substantial rate increases in Australia and momentum in NZ from higher rates and commercial growth
Customer growth of >1% in direct personal short tail classes in Australia, with encouraging early
contributions from strategic initiatives and lower than expected remediation in commercial classes

* Group customer numbers relatively flat overall, impacted by a small reduction in commercial business

INSURANCE PROFITABILITY

» Higher underlying insurance margin of 15.1% compared to 14.7% in FY21 (1H21: 15.9% 2H21: 13.5%)

*  COVID-19 net benefit of around $55-$65m similar to 1H21, reflecting low motor claims frequency offset
by elevated claims costs, with risk margin held for uncertain operating environment in 2H22

* Excluding the COVID-19 net benefit, adjusted underlying margins of around 13.6% at a comparable
level to 14.2% in 1H21 and 13.5% in 2H21, with no other material non-recurring features

* 7.1% reported insurance margin impacted by high natural perils costs (1H21: 17.9% 2H21: 9.1%)

» Gross operating costs +4.4%, with the underwriting expenses increase absorbed in insurance margins

* Natural perils costs above allowance by $299m, similar to disclosure on 2 November 2021

» Further strengthening of prior year reserves ($37m) partly offset by credit spread gains ($18m)

DIRECT INSURANCE AUSTRALIA (DIA) HIGHLIGHTS

»  3.3% GWP growth largely through rate increases, with volume growth of >1% across personal short tail
classes and early contribution from roll-out of NRMA Insurance in Western Australia & South Australia

* Overall, served ~4.8 million customers holding ~8.4 million policies, broadly in line with 1H21

» Excluding COVID-19 net benefits, underlying margins remained healthy at ~18.5% (1H21: 19.3%)

INTERMEDIATED INSURANCE AUSTRALIA (IIA) HIGHLIGHTS

* 8.9% GWP growth dominated by rate increases that averaged over 9% for the period
* Underlying margins continued to recover, improving to 5.0% in 1H22 (1H21: 3.8%)
» Early progress towards I1A’s >$250m insurance profit target by FY24

NEW ZEALAND HIGHLIGHTS

*  GWP growth of 8.3%, with local currency growth of 5.9%

» Positive shift in growth momentum driven by rate increases across all key portfolios

» Looking through half on half volatility in FY21, the strong 1H22 underlying margin of 16.8% has
improved on 16.4% in FY21

ADDITIONAL MATTERS

» No significant changes to the business interruption provision of $1,222m (FY21: $1,236m)
* Maintain no net insurance exposure to trade credit policies sold through BCC Trade Credit
» Exit from Asia now largely complete following the sale of IAG’s business in Vietnam in December 2021

CAPITAL & DIVIDENDS

» Unfranked interim dividend of 6¢ per share, payout ratio of 84% of cash earnings
» Strong CET1 ratio at 1.02 (0.96 after interim dividend); ~6pts benefit still expected from Malaysian sale
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2. STRATEGY

Helping customers manage risk has been IAG’s business for over 160 years,
forming the heart of IAG’s purpose, to make your world a safer place.

COVID-19 materially disrupted local and global markets and the lives of customers
in 2020 and 2021. In these uncertain times, IAG’s purpose is more important than
ever and guides IAG’s ambition to serve every Australian and New Zealander.
Achieving this ambition requires being purpose-led, customer focused and
commercially disciplined.

Through IAG’s investment in customer experience, simplification and agility over
the last five years, it is well positioned for the future. IAG’s trusted brands, supply
chain scale, deep data assets and financial strength are key attributes, providing
competitive advantage.

IAG’s long-term objective remains: the delivery of top quartile Total Shareholder
Return, with a sustainable growth profile. To realise this, IAG has set its strategy
to ‘create a stronger, more resilient IAG’. IAG is driving focus, adapting its
business model and playing to its strengths to capitalise on trends shaping the
operating environment.

Four strategic pillars provide focus, inform IAG’s operating model and underpin
IAG’s three to five year strategy:

Grow with our customers

* IAG will grow as Australians and New Zealanders grow by delivering
unparalleled personalised service when customers need it most;

* IAG will focus the strength of its brands to meet the evolving needs of
consumers and enable the next wave of growth in small businesses across
Australia and New Zealand; and

* |AG will increase its customer reach to make the world safer for more
Australians and New Zealanders.

Build better businesses

* 1AG will help Australian and New Zealand businesses thrive by continuing to
focus on underwriting expertise, active portfolio management and pricing
excellence; supporting strong economies in its home markets; and

* |AG will evolve by investing in its core competencies, delivering consistent
high-quality returns to shareholders and enhancing its competitive advantage.

Create value through digital

* IAG will be digital to the core by creating connected customer experiences that
seamlessly assist and reward customers as they unlock the value of IAG’s
network; and

* 1AG will transform customer experience while re-architecting core platforms
and using intelligent automation to capture value.

Manage our risks

* |AG will manage the risks in its own business so that it can continue to manage
the risks in its customers’ lives, by building a strong, active risk culture and
meeting its obligations to the communities it serves;

« IAG will invest in process, capability, infrastructure and operational excellence
to create a stable, scalable and efficient business; and

* 1AG will continue to be innovative and have a strong capital platform, ensuring
its customers are appropriately supported by its financial strength.

IAG’s strategy balances strengthening the fundamentals of insurance while
evolving to be a digital leader. It will ensure IAG is a stronger, more resilient
organisation with increased customer reach.

IAG 1H22 INVESTOR REPORT 2



Clear strategic focus

Purpose

Strategy

We make your world a safer place

Focus

Create astronger, moreresilient IAG

Approach

Outcomes

i Grow with
%> our customers

Deliver unparalleled personalised service
when our customers need us the most

More customers, more
products and greater scale

Q Build better
businesses

Focus on underwriting expertise,
active portfolio management and
pricing excellence

Stable earnings over time

@ Create value
through digital

Create connected experiences that
seamlessly assist and reward our
customers as they unlock the value
of our network

Better customer experiences
at a lower cost

People

Actively manage capital and risk in our
business so we can continue to manage
the risks in our customers’ lives

Our people are the difference: bringing our purpose to life and delivering our strategy

Disciplined execution,
enhanced accountability
and appropriate returns
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3. GROUP RESULTS

FINANCIAL PERFORMANCE

1H21 2H21 FY21 1H22

GROUP RESULTS A$m A$m A$m A$m
Gross written premium 6,188 6,414 12,602 6,570
Gross earned premium 6,190 6,155 12,345 6,515
Reinsurance expense (2,467) (2,405) (4,872) (2,552)
Net earned premium 3,723 3,750 7,473 3,963
Net claims expense (2,281) (2,526) (4,807) (2,725)
Commission expense (337) (341) (678) (347)
Underwriting expense (539) (581) (1,120) (602)
Underwriting profit 566 302 868 289
Investment income on technical resenves 101 38 139 )
Insurance profit 667 340 1,007 282
Net corporate expense (1,310) (200) (1,510) -
Interest (42) 47) (89) 47)
Profit/(loss) from fee-based business (13) (16) (29) 13)
Share of profit/(loss) from associates 18 19 37 8
Investment income on shareholders' funds 138 168 306 53
Profit/(loss) before income tax and amortisation (542) 264 (278) 283
Income tax expense 187 (62) 125 77
Profit/(loss) after income tax (before amortisation) (355) 202 (153) 206
Non-controlling interests (97) (53) (150) (30)
Profit/(loss) after income tax and non-controlling interests (before amortisation) (452) 149 (303) 176
Amortisation and impairment (4) (107) (111) (4)
Profit/(loss) attributable to IAG shareholders from continuing operations (456) 42 (414) 172
Net profit/(loss) after tax from discontinued operations 4) 9) (13) 1
Profit/(loss) attributable to IAG shareholders (460) 33 (427) 173
Insurance Ratios - Continuing Business 1H21 2H21 FY21 1H22
Loss ratio 61.3% 67.4% 64.3% 68.8%

Immunised loss ratio 61.0% 68.4% 64.7% 70.1%
Expense ratio 23.6% 24.6% 24.1% 24.0%

Commission ratio 9.1% 9.1% 9.1% 8.8%

Administration ratio 14.5% 15.5% 15.0% 15.2%
Combined ratio 84.9% 92.0% 88.4% 92.8%

Immunised combined ratio 84.6% 93.0% 88.8% 94.1%
Reported insurance margin 17.9% 9.1% 13.5% 7.1%
Underlying insurance margin 15.9% 13.5% 14.7% 15.1%
Key Financial Metrics - Total Operations 1H21 2H21 FY21 1H22
Cash earnings ($m) 462 285 747 176
Reported ROE (average equity) (% pa) (15.4%) 1.0% (6.9%) 5.6%
Cash ROE (average equity) (% pa) 15.5% 9.0% 12.0% 5.7%
Basic EPS (cents per share) (19.73) 1.34 (17.82) 7.03
Diluted EPS (cents per share) (19.73) 1.34 (17.82) 6.64
Cash EPS (cents per share) 19.82 11.56 31.16 7.15
Diluted cash EPS (cents per share) 17.88 10.80 28.51 6.77
DPS (cents per share) 7.00 13.00 20.00 6.00
Probability of adequacy 90% 90% 90% 90%
CET1 multiple 1.19 1.06 1.06 1.02
PCA multiple 2.04 1.86 1.86 1.82
KEY FOREIGN EXCHANGE RATES APPLIED
Units of foreign currency Balance Sheet Income Statement
per A$ (spot rate) (average rate)

1H21 2H21 1H22 1H21 1H22

New Zealand dollar 1.0717 1.0744 1.0619 1.0730 1.0489

IAG 1H22 INVESTOR REPORT 4



INSURANCE RATIOS

LOSS RATIO

EXPENSE RATIOS

61.0%

67.4%

61.3%

64.3%

70.1%

68.8%

23.6%

12.5%

24.6% 24.1% 24.0%

12.8% 12.7% 12.9%

1H21 2H21 FY21 1H22
1H21 2H21 Fyai 1H22 B Administration Ratio ® Commission Ratio B Levies
= | 0ss Ratio =e=|mmunised Loss Ratio
COMBINED RATIO INSURANCE MARGIN
93.0% 88.8% 94.1%
84.6% ’
15.9%
14.7% 15.1%
13.5%
84.9% 92.0% 88.4% 92.8%
13.5%
0,
S 7.1%
1H21 2H21 1H22 1H21 2H21 Fy21 1H22

mmm Combined Ratio

=o= Immunised Combined Ratio

= |nsurance Margin

== Underlying Margin

1H22 DIVISIONAL FINANCIAL PERFORMANCE

Direct Insurance Intermediated New Zealand Corporate & Other Total
Australia Insurance Australia
1H21 1H22 1H21 1H22 1H21 1H22 1H21 1H22 1H21 1H22
A$m A$m A$m A$m A$m A$m A$m A$m A$m A$m
Gross written premium 2,857 2,952 1,962 2,136 1,368 1,481 1 1 6,188 6,570
Gross earned premium 2,821 2,919 2,002 2,140 1,362 1,455 5 1 6,190 6,515
Reinsurance expense (1,102) (1,122) (796) (844) (566) (585) 3 5] (2,467) (2,552)
Net earned premium 1,719 1,797 1,206 1,296 796 870 2 - 3,723 3,963
Net claims expense (1,046) (1,282) (787) (878) (450) (565) 2 - (2,281) (2,725)
Commission expense (51) (55) (191) (195) (94) (96) (1) 1) (337) (347)
Underwriting expense (257) (271) (183) (215) (98) (115) (1) 1) (539) (602)
Underwriting profit/(loss) 365 189 45 8 154 94 2 ) 566 289
Investment income on technical resenves 56 - 39 (12) 8 5 2) - 101 (7)
Insurance profit/(loss) 421 189 84 4) 162 99 - ) 667 282
Profit/(loss) from fee-based business 9 (6) 4 4 = ° ®) (11) 13) (13)
Share of profit/(loss) from associates 1) 4) - - - - 19 12 18 8
Total divisional results 411 179 88 - 162 99 11 (1) 672 277
Insurance Ratios
Loss ratio 60.8% 71.3% 65.3% 67.7% 56.5% 64.9% 61.3% 68.8%
Expense ratio 18.0% 18.2% 31.0% 31.6% 24.1% 24.2% 23.6% 24.0%
Commission ratio 3.0% 3.1% 15.8% 15.0% 11.8% 11.0% 9.1% 8.8%
Administration ratio 15.0% 15.1% 15.2% 16.6% 12.3% 13.2% 14.5% 15.2%
Combined ratio 78.8% 89.5% 96.3% 99.3% 80.6% 89.1% 84.9% 92.8%
Insurance margin 24.5% 10.5% 7.0% (0.3%) 20.4% 11.4% 17.9% 7.1%
Underlying insurance margin 23.2% 21.8% 3.8% 5.0% 18.6% 16.8% 15.9% 15.1%
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RECONCILIATION TO FINANCIAL REPORT (APPENDIX 4D)

The reported insurance profit reconciles to that in the Financial Report
(Appendix 4D) after allowance for the customer refunds provision, the
business interruption provision and the payroll compliance provision in FY21.
These items were reclassified to net corporate expense for Investor Report
purposes, as outlined below:

1H21 2H21 FY21 1H22
INSURANCE PROFIT A$m A$m A$m A$m
Investor Report 667 340 1,007 282
Customer refunds provision (75) (163) (238) -
Business interruption provision (1,150) (1,150) -
Payroll compliance provision - (51) (51) -
Financial Report (Appendix 4D/4E) (558) 126 (432) 282

The Investor Report treatment reflects the fact that the items concerned are
not expected to be a feature of IAG’s future earnings profile. Analysis and
commentary on the insurance profit and margin excludes the three
reconciling items listed above.

COVID-19 IMPACTS ON 1H22 PERFORMANCE

The 1H22 impacts from the COVID-19 pandemic were similar in nature to
what occurred in 2H20 and 1H21, where it is estimated to have had a
modestly negative effect on IAG’s GWP and a net positive impact on
insurance profit (excluding the impact of the $1,150m business interruption
provision in 1H21). No material overall impact was experienced in 2H21.

The key impacts in 1H22 included:

+ An estimated GWP impact of around $40m compared to 1H21 (1H21:
~$50m impact compared to 1H20), predominantly from lower new
business opportunities in DIA during the NSW and Victoria lockdowns;

* An estimated net positive impact on the 1H22 underlying insurance profit
of around $55-$65m post-quota share compared to a net $60-$70m
benefit in 1H21. This earnings benefit arose from:

o Reduced motor claims frequency, particularly during the extended
lockdowns in Victoria and NSW over July to October 2021; partially
offset by

o Elevated inflationary pressure on claims costs in motor and home
portfolios, along with some deterioration in long tail portfolios;

o Additional risk margin held for emerging risks in respect of COVID-19
related inflationary pressures in the post-lockdown environment for
motor and home portfolios; and

o Additional expenses associated with the lockdowns, largely related to
annual leave accruals and other costs related to disruption from
lockdowns.

PREMIUMS

Reported 1H22 GWP of $6,570m increased by 6.2% over 1H21.
*  Growth of 3.3% to $2,952m was achieved in DIA and comprised:

o Higher rates and volume growth of around 1% across personal short
tail classes, with an encouraging early contribution to growth from the
roll-out of NRMA Insurance in Western Australia and South Australia.
Rate changes broadly matched claims inflation. Retention levels for
both Motor and Home have remained high at more than 90% and 95%
respectively. Volume growth overall was constrained by CTP and new
business opportunities were impacted by COVID-19 effects.

COVID-19 impact of the
lockdowns similar to the
experience in 1H21

Reported GWP growth of
6.2% in 1H22
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+  Growth of 8.9% to $2,136m was achieved in IIA and comprised:

o Significant rate increases, which remain the dominant feature and
averaged over 9% in 1H22. While IIA recorded minimal overall volume
growth, pockets of targeted new business growth were achieved and
retention levels remained strong. Underlying momentum is expected
to continue into 2H22, where headline growth will be impacted by a
number of non-recurring items, most notably the exit of IAL Personal
Lines (~$100m), covered in more detail in the lIA section.

*  Growth of 8.3% in New Zealand to $1,481m, boosted by a favourable
foreign exchange translation effect of around 240bps:

o This shift in momentum was driven mainly by higher rates and good
retention levels across all key portfolios, with volume levels broadly
similar to 1H21 and 2H21.

INSURANCE MARGIN
Underlying margins continue to be adjusted for prior year reserve releases or

strengthening, natural perils claims costs above or below related allowances
and credit spread gains or losses.

1H21 2H21 FY21 1H22
INSURANCE MARGIN IMPACTS - Continuing Business A$m A$m A$m A$m
Underlying insurance profit 592 503 1,095 600
Resene releases/(strengthening) (15) (66) (81) (37)
Natural perils (290) (452) (742) (681)
Natural perils allowance 329 329 658 382
Credit spreads 51 26 77 18
Reported insurance profit! 667 340 1,007 282
Underlying insurance margin 15.9% 13.5% 14.7% 15.1%
Resene releases/(strengthening) (0.4%) (1.8%) (1.1%) (0.9%)
Natural perils (7.8%) (12.1%) (9.9%) (17.2%)
Natural perils allowance 8.8% 8.8% 8.8% 9.6%
Credit spreads 1.4% 0.7% 1.0% 0.5%
Reported insurance margin? 17.9% 9.1% 13.5% 7.1%

Notes: (1) Reported insurance profit in 1H22 for both statutory and management results is the same. The reported
insurance profit in 1H21 is on a management results basis (refer above for a reconciliation between the statutory results
and the management reported results). Based on the statutory results, the equivalent statutory insurance profit/(loss) for
1H21 is a $558m loss. (2) Reported insurance margin is the insurance profit as a percentage of net earned premium (NEP).
The reported insurance margin in 1H21 is on a management results basis. Based on the statutory results, the equivalent
statutory insurance margin for 1H21 is (5.8%).

IAG’s 1H22 underlying insurance margin was 15.1%, lower than 15.9% in

1H21 and an improvement on 13.5% in 2H21. 1H22 underlying margin of

A benefit of around $55-$65m from net COVID-19 effects was experienced in 15.1%, with benefits from
1H22. Excluding this benefit, the 1H22 underlying margin was approximately lower motor frequency
13.6% (1H21: ~14.2% excluding the COVID-19 net benefit).
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GROUP INSURANCE MARGIN — REPORTED VS. UNDERLYING

7.6%
(0.5%)
(1.5%)

0.9%

1H22 Reported Reserve movements Natural perils above Credit spreads 1H22 Underlying Estimated COVID-19
Margin allowance Margin benefit

The reduction in underlying margins, excluding net COVID-19 effects, from
14.2% in 1H21 to 13.6% in 1H22 reflects a combination of influences. On the
positive side, this included:

* Lower reinsurance costs associated with volatility covers, a ~30bps (or
~$13m) benefit; and

* Animproved underlying loss ratio (~80bps), largely reflecting the strong
earn-through of premium rate increases in FY21 and 1H22, especially in
lA.

These positive factors were more than offset by:

* A ~140bps impact from the increase in the full year natural perils
allowance from $658m to $765m;

* Large commercial property claims in New Zealand lifting to a higher level
in 1H22 relative to a particularly benign 1H21;

* Mid to high single-digit growth in gross underwriting and claims handling
expenses; and

* A ~40bps non-recurring impact on the insurance margin from discount
rate timing differences as the impact of interest rate changes on
undiscounted unearned premium (liabilities) is not recognised until
earned. The average investment income yield was slightly lower than
1H21 taking this impact into account.

Natural perils costs significantly impacted the low reported insurance profit of
$282m in 1H22, equating to a 7.1% reported insurance margin (1H21:
17.9%). In addition to the underlying margin influences outlined above, this
included:

* Unfavourable net natural perils experience of $299m in 1H22, compared
to $39m of favourable experience in 1H21;

* A $37m impact from strengthening prior year reserves, compared to a
strengthening of $15m in 1H21 and $66m in 2H21; and

+ A favourable impact from the narrowing of credit spreads of $18m (1H21:
positive spread impact of $51m).
DIVISIONAL INSURANCE MARGINS

Detailed commentary on the insurance margin performance is provided in the
divisional sections of the Investor Report. A short summary is provided
below.

1H22 Underlying
Margin ex COVID-19
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1H21 2H21 FY21 1H22

DIVISIONAL INSURANCE MARGINS $ % $ % $ % $ %
Direct Insurance Australia

Underlying insurance profit/margin 398 23.2% 347 19.8% 745 21.4% 391 21.8%

Reported insurance profit/margin 421 24.5% 297  17.0% 718  20.7% 189 10.5%

Intermediated Insurance Australia

Underlying insurance profit/margin 46 3.8% a7 3.9% 93 3.9% 65 5.0%

Reported insurance profit/margin 84  7.0% (94)  (7.9%) (10)  (0.4%) (4)  (0.3%)
New Zealand

Underlying insurance profit/margin 148 18.6% 115 14.3% 263  16.4% 146 16.8%

Reported insurance profit/margin 162 20.4% 143 17.7% 305 19.0% 99  11.4%

Notes: (1) Reported insurance profit/(loss) in 1H22 for both statutory and management results is the same. Based on
the statutory results, the equivalent statutory reported insurance profit/(loss) for 1H21 is $391m for DIA, ($1,111m) for
IIA and $162m for New Zealand. (2) IAG’s reported insurance profit of $282m (1H21: $667m) and underlying insurance
profit of $600m (1H21: $592m) includes a pre-tax loss of $2m (1H21: nil) in the Corporate and other division. (3) The
reported insurance margin in 1H22 is on a management results basis. Based on the statutory results, the equivalent
statutory reported insurance margin for 1H21 is 22.9% for DIA, (93.3%) for IIA and 20.4% for New Zealand.

DIA’s underlying margin of 21.8% in 1H22 was lower than the prior half
year (1H21: 23.2%).

(o]

COVID-19 impacts on insurance profits were around $55-$65m (1H21:
$60-$70m), with motor frequency benefits partly offset by elevated
levels of claims inflation, some additional expenses and risk margins
to recognise heightened levels of uncertainty in the current operating
environment.

Excluding COVID-19 benefits, the underlying margin remained healthy
at around 18.5% in 1H22 (1H21: 19.3%).

The change reflects the earned-through effect of higher premium
rates, however this was more than offset by ~160bps impact from the
higher natural perils allowance and lower investment yields.

The reported margin of 10.5% compared to 24.5% in 1H21 highlights
higher frequency of natural perils events.

[IA’s underlying margin continued to recover over the period, improving to
5.0% in 1H22, 120bps higher than 3.8% in 1H21. The division has
delivered early progress towards its >$250m insurance profit target by
FY24.

O

IIA delivered a 330bps improvement in the underlying claims ratio,
underpinned by the earn-through effect of higher premium rates, which
exceeded elevated claims inflation in a number of classes.

Offsetting this was a ~200bps anticipated headwind from the natural
perils allowance.

Elevated natural perils costs were the dominant driver of the reported
insurance loss of $4m in 1H22 (1H21 $84m insurance profit).

New Zealand’s 1H22 underlying margin of 16.8% was below 1H21 (1H21:
18.6%; 2H21: 14.3%).

o Looking through half on half volatility in FY21, the strong 1H22

underlying margin of 16.8% has improved on 16.4% in FY21.

The reduction compared to 1H21 is mainly due to large commercial
property claims (>NZ$100,000) increasing to a higher level relative to
a particularly benign experience in 1H21.

The reduced reported insurance margin of 11.4% (1H21: 20.4%),
reflects the significant increase in natural perils costs in 1H22.

REINSURANCE EXPENSE

Total reinsurance expense includes the cost of all covers purchased,
including catastrophe, casualty, facultative and proportional protection.

Continued strong and
stable DIA underlying
margins

[IA showing further
progress to >$250m
insurance profit by FY24

Reduction in hon-quota
share reinsurance expense
compared to 1H21
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REINSURANCE EXPENSE

2,552

2,405

303

1H21 X 2H21 1H22
HReinsurance expense (ex-quota shares) (A$m)

= Reinsurance expense - quota shares (A$m)

Quota share-related reinsurance expense increased broadly in line with
gross earned premium growth. Non-quota share reinsurance expense
decreased by ~4% to $341m. This reflected low overall growth in IAG’s risk
exposures and the following:

* A modest increase in catastrophe reinsurance rates, stemming from the
calendar 2021 renewal; which was more than offset by

* Reduced costs associated with the transition of aggregate cover from
calendar to a financial year basis in 2021 and not purchasing a natural
perils stop loss cover for FY22,

CLAIMS

IAG’s immunised underlying loss ratio, which reflects trends in underlying or
working claims, was 52.0% in 1H22, 80bps stronger than 52.8% in 1H21.
This ratio excludes all prior year reserve releases or strengthening, natural
perils costs effects and discount rate adjustments.

IMMUNISED LOSS RATIO 1H21 2H21 FY21 1H22
Continuing Business A$m A$m A$m A$m
Immunised underlying net claims expense 1,967 2,046 4,013 2,062
Discount rate adjustment 9 (38) (29) (55)
Resening and perils effects 305 518 823 718
Reported net claims expense? 2,281 2,526 4,807 2,725
Immunised underlying loss ratio 52.8% 54.5% 53.7% 52.0%
Discount rate adjustment 0.3% (1.0%) (0.4%) (1.3%)
Resening and perils effects 8.2% 13.9% 11.0% 18.1%
Reported loss ratio? 61.3% 67.4% 64.3% 68.8%

Notes: (1) Reported net claims expense is the net claims expense on a management results basis. Based on the statutory
results, the equivalent statutory net claims expense for the current year is $2,725m (1H21: $3,431m). (2) Reported loss ratio is
net claims expense as a percentage of NEP. Based on the statutory results, the equivalent statutory loss ratio for the current
year is 68.8% (1H21: 92.9%).

Underlying claims trends

At a Group level, underlying net COVID-19 claims benefits were
approximately $75-$85m in 1H22 and a similar range in 1H21. This was . .
driven largely by lower motor claims frequency. Excluding the positive net Und_el’lylng (_:lalm trends
COVID-19 impact of ~200bps in 1H22 and ~200bps in 1H21, the underlying continue to Improve

loss ratio was ~80bps stronger at ~54.0%. This was a function of offsetting

positive and negative factors.

« On the positive side, the ratio benefited from:
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o The earn-through effect of higher premium rates, particularly in II1A
where premium rates are increasing ahead of elevated claims inflation
in certain classes;

o Improved working and large claims experience in llA, including better
large loss experience across property classes due to a lower volume
of claims; and

o Animprovement in IIA long tail portfolio loss ratios compared to 1H21
reflecting active portfolio management.

* These improvements were offset by:

o Mid-single digit increases in average motor claim costs mainly driven
by disruption of the supply chain network;

o Higher average home claim costs particularly in NSW and Victoria
driven by increases in the price of labour and materials partly offset by
operational improvements; and

o Higher large commercial property claims in New Zealand
(>NZ$100,000) due to a number of high-value fire events in 1H22,
increasing these larger claims over the half relative to a particularly
benign 1H21.

Reserve Releases / Strengthening

Prior period reserve strengthening of $37m occurred in 1H22, an improved
outcome compared to $66m in 2H21 (1H21: $15m). Adverse claim
development across long tail classes was observed in two key areas:

+ $28m of overall strengthening in DIA. A key driver was NSW CTP,
including marginally worse than anticipated development of old scheme
claims and lengthening duration of new scheme claims in the September
2021 quarter. These trends improved in the December 2021 quarter and
are likely related to COVID-19 factors; and

« $17m of net strengthening, reflecting adverse development in the liability
portfolio partially offset by small releases in other classes. In the liability
portfolio, average claim sizes remain elevated across bodily injury claims
and stronger than expected development occurred across certain
complex property damage claims. The professional risks and workers’
compensation portfolios’ performance was largely aligned to valuation
assumptions following strengthening in these portfolios in FY21.

Releases of $8m across short tail portfolios in New Zealand partly offset
strengthening in DIA and IIA.

Natural Perils

Net natural perils claims costs were $681m in 1H22. This was $299m above
the allowance for the period, based on straight-line apportionment of the
$765m FY22 allowance (1H21: $39m below allowance). As advised on

2 November 2021, this outcome was heavily influenced by elevated natural
perils costs in October 2021.

Strengthening across NSW
CTP in DIA

Net natural perils costs
were $299m above
allowance
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1H22 NATURAL PERILS COSTS BY EVENT A$m

NZ Westport flood (July 2021) 52
NZ Auckland rain and flood (August 2021) 18
VIC (Mansfield) earthquake (September 2021) 25
East Coast thunderstorms (September 2021) 19
Armidale Tornado and western Sydney thunderstorms (October 2021) 40
QLD/NSW thunderstorms (Coffs Harbour hail) (October 2021) 81
East Coast thunderstorms (Thirlmere/Coffs Harbour NSW) (October 2021) 20
AU thunderstorms (Adelaide hail and VIC severe winds) (October 2021) 169
Other events (<AUD$15m) 257
Total 681

Natural perils costs in 1H22 included the following:

+ Around $200m for events incurred in the three-month period ending 30
September 2021, including flooding in Westport, New Zealand and the
Mansfield earthquake that impacted Victoria;

*  $141m for weather events across Eastern Australia in October 2021;

*  $169m attributable to the South Australian hail and Victorian windstorm
event that occurred at the end of October 2021; and

* Relatively benign natural perils costs in November and December 2021
compared to usual seasonal patterns.

Following the widespread and destructive South Australian and Victorian
event, and other events that impacted the second half of October, IAG
increased its expectation for FY22 net natural perils claims costs to $1,045m,
compared to the allowance of $765m. This FY22 estimate remains
unchanged.

None of the events in 1H22 were protected by IAG’s financial 2022
aggregate cover. At 31 December 2021, the $270m (post-quota share)
deductible attached to the FY22 aggregate cover had been eroded by $209m
as a result of 1H22 weather events. Total protection available under the
aggregate cover amounts to $236m, post-quota share.

EXPENSES

Gross operating costs (excluding commissions; pre-quota share basis) were
$1,303m in 1H22, 4.4% higher than $1,248m in 1H21. Gross operating costs
represent the total controllable cost base across the group and include
underwriting expenses, claims handling costs and the expenses in IAG’s fee
based businesses (FY21: $2,503m).

1H21 2H21 FY21 1H22 1H22 vs 1H21

GROSS OPERATING COSTS ASM A$M ASM ASM Myt

Gross underwriting expense ex levies* 815 835 1,650 890 9.2%
Claims handling and fee based expense 433 420 853 413 (4.6%)
Total gross operating costs 1,248 1,255 2,503 1,303 4.4%

Note: (1) The “Expenses” table later in this section illustrates how “Gross underwriting expense ex-levies”
reconciles to “Net underwriting expense” on the “Financial Performance” table on page 4 of the Group
section.

The 4.4% increase in gross operating costs in 1H22 was a function of:

* Increased technology and system spending across IAG’s Enterprise
Platform as part of an ongoing investment program to transform IAG’s
capacity to meet the needs of customers and drive operational

Increase in gross operating
costs driven largely by
technology and system
spending
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excellence. This includes investments in automation and artificial
intelligence to unlock efficiencies central to reducing expenses;

* Increased compliance and governance costs, also geared to transform
IAG’s risk and regulatory functions. Additional spending occurred in 1H22,
although most of the step change in these costs was a feature in FY21,;

* A higher level of additional COVID-19 related expenses in 1H22 (~$30m
pre-quota share) compared to 1H21 (~$15m pre-quota share), largely due
to increased annual leave provisions and other costs associated with
disruption from lockdowns; and

» Partly offsetting these increases was a reduction in fee based expenses
due to the cessation of IAG’s role as an agent under the Victorian
workers’ compensation scheme.

IAG continues to manage expenses to maintain the Group’s operating
capacity with a focus on automation, efficiency and effectiveness, and
thereby constrain growth in the total gross expense base. To achieve this
outcome in FY22, IAG is actively managing the trade-offs presented by
current pressure on wages growth and skill shortages in areas affecting both
maintenance and transformation expenses.

Within gross operating costs, gross underwriting expense ex-levies increased
by 9.2% on 1H21, or 7.5% if the impact of higher COVID-19 related
expenses is excluded. The reasons outlined above had a greater impact on
gross underwriting expenses, resulting in this increase.

The table below highlights how gross underwriting expenses and commission
expenses flow through to net commissions and underwriting expenses after
quota share impacts.

1H21 2H21 FY21 1H22 1H22 vs 1H21

EXPENSES A$m A$m A$m A$m Mvt
Gross underwriting expense ex levies 815 835 1,650 890 9.2%
Levies 92 158 250 135 46.7%
Total gross underwriting expenses 907 993 1,900 1,025 13.0%
Gross commission expense 502 505 1,007 522 4.0%
Total gross expenses 1,409 1,498 2,907 1,547 9.8%
Reinsurance commission revenue (533) (576) (1,109) (598) 12.2%

Net underwriting expense 539 581 1,120 602 11.7%

Net commission expense 337 341 678 347 3.0%
Total net expenses 876 922 1,798 949 8.3%

Note: Total net expenses are presented on a management results basis. Based on the statutory
results, the equivalent statutory total net expense for the current year is $949m (1H21: $921m).

Additional commentary on expense ratios:

* The administration ratio on an ex-levies basis increased to 12.9% (1H21:
12.5%), largely reflecting the reasons outlined in this section.

* The commission ratio of 8.8% was slightly lower due to portfolio mix in
IIA. This ratio has been relatively steady over the past three halves at
around 9%, reflecting broadly stable business mix.

INVESTMENT INCOME ON TECHNICAL RESERVES

Investment income on technical reserves for 1H22 was a loss of $7m,

compared to a $101m gain in 1H21. This outcome includes: Slightly lower average yield

* Higher average investment assets of approximately $7.5bn (1H21: on technical reserves
~$6.5bn) mainly due to the business interruption provision established d to 1H21
towards the end of 1H21; compared 1o

« A significant increase in risk free rates in 1H22 leading to mark-to-market
losses;
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+ An $18m gain mainly due to credit spreads and yield curve effects,
compared to a profit of $51m in 1H21. A gain was recorded due to active
portfolio management and a bias to shorter maturity bank bonds and high
grade bonds, sectors that were least impacted by spread widening; and

+ Largely offsetting this gain, was a ~40bps non-recurring impact on the
insurance margin from discount rate timing differences as the impact of
interest rate changes on undiscounted unearned premium (liabilities) is
not recognised until earned.

After allowance for the factors outlined above, the average investment
income yield in 1H22 was slightly lower than 1H21.

The portfolio is aligned with the average weighted duration of IAG’s claims
liability, of around two years.

ADDITIONAL MATTERS

Provision for potential business interruption claims

The total pre-tax provision for business interruption claims associated with
COVID-19 was $1,222m at 31 December 2021. This is slightly lower than . . .
$1,236m at 30 June 2021, mainly due to yield curve movements which have Extenslve S(_:enarlo t_eStlng
been recognised through net claims expense in the current period. of business interruption

. . . . rovision adequac
Extensive scenario testing of the adequacy of the provision was undertaken P 9 y

in FY21. Notwithstanding the number of extended lockdowns over July to
October 2021 across Australia’s major cities, IAG believes the provision
remains adequate, mainly due to the strength of the economic recovery that
occurred over calendar year 2021 and the low number of claims lodged so
far.

The judgment from the Federal Court of Australia on the second business
interruption test case was handed down by Justice Jagot on 8 October 2021.
The Federal Court found in favour of insurers on most questions being
examined. A number of parties appealed the decisions in the Full Court of the
Federal Court (the “Full Court”) in November 2021 and a judgment on this
appeal has not yet been handed down.

Parties to the appealed cases in the second test case may seek special
leave to appeal the findings of the Full Court to the High Court of Australia.
Parties have 28 days from the date of a Full Court judgment to lodge an
application for special leave.

IAG is defending a representative class action that has been filed in the
Federal Court of Australia relating to policyholders with business interruption
policies.

BCC Trade Credit and Greensill

IAG maintains that it has no net insurance exposure to trade credit policies
sold through BCC Trade Credit Pty Ltd (BCC) to Greensill entities. BCC is . . .
an underwriting agency in which IAG had a 50% interest which was sold on Maintain no net 'nsurance
9 April 2019. BCC was authorised to underwrite trade credit insurance on exposure to trade credit
IAG’s behalf through Insurance Australia Limited (IAL), one of IAG’s two policies

licensed insurance subsidiaries in Australia.

The IAL trade credit portfolio is in run off with IAL managing existing and
future claims. 1AG has revised the outstanding claims liability to $485m at
31 December 2021 (30 June 2021: $437m) mainly due to recognition of
claims handling expenses, with the majority relating to expected legal costs
associated with claims notified, along with an assessment of existing claims
following the receipt of additional claim information and an assessment of a
number of new claims lodged during the period relating to the BCC portfolio.
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This has been determined in accordance with IAG's usual claims reserving
practices, which takes into account an assessment of the validity of claims.
IAG has also recognised $485m (30 June 2021: $437m) of related
reinsurance recoveries in respect of trade credit related claims. There is a
risk a reinsurer may challenge its obligations with respect to any claims
exposures.

The complex issues around trade credit claims are continuing to be
investigated by IAG, Tokio Marine and various other stakeholders.

Claims and potential litigation by the administrators of Greensill or other
claimants seeking confirmation of policy coverage and/or validity of claims
was and is anticipated and IAG will defend these litigated claims. During the
current financial period, two separate proceedings relating to litigated claims
were commenced against IAL in the Federal Court of Australia. The
commencement of litigated claims was an expected risk and is part of the
process to bring this matter to resolution.

Based on various factors, including the determination of policy validity,
reinsurance arrangements and the agreements with Tokio Marine, IAG
remains confident that for any trade credit claims it may ultimately be liable to
pay, it has no net insurance exposure.

Customer refunds provision and ASIC proceedings

The Australian Securities and Investments Commission (ASIC) commenced
civil penalty proceedings in the Federal Court of Australia on 15 October
2021 alleging contraventions of the ASIC Act and the Corporations Act by
IAG’s wholly owned subsidiary IAL.

The proceedings relate to IAL’s failure to pass on the full amount of discounts
to a significant number of NRMA Insurance Home, Motor, Caravan and Boat
customers between March 2014 and September 2019.

The customer refunds associated with these proceedings are covered by the
customer refund provision that was established in FY20 and FY21. The
provision also covers other products and pricing-related matters.

There have been no further charges associated with the customer refunds
provision through net corporate expenses in 1H22 (1H21: $75m; 2H21:
$163m). The provision was $322m at 31 December 2021 (30 June 2021:
$399m), net of payments and associated costs of ~$220m since
establishment of the provision (30 June 2021: $136m).

The provision comprises premium refunds, interest attributable to those
refunds, the cost of administering the associated remediation program and
other pricing related matters. The appropriateness of all underlying
assumptions continues to be reviewed as the remediation program and ASIC
civil penalty proceedings progresses and adjustments will be made to the
provision where required.

Progress on sale of Asian interests

IAG’s 80.64% interest in AAA Assurance Corporation in Vietnam was sold in
December 2021, with regulatory approvals obtained by 31 December 2021
and cash proceeds received in January 2022. A small profit on sale has been
recognised in net profit/(loss) after tax from discontinued operations.

IAG previously announced the proposed sale of its interest in the Malaysian
insurance business AmGeneral Insurance Berhad (AmGeneral) in July 2021.
The investment was classified as ‘Held for Sale’ and an impairment of
approximately $90m was recognised in amortisation and impairment in FY21.
In line with the announced sale process, the transaction is expected to

No further charges
associated with the
customer refunds provision

Exit from Asia now largely
complete following sale of
IAG’s business in Vietnam
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complete during FY22 once final regulatory approvals are received. There is
a possibility that completion may occur after 30 June 2022 if there are delays
in the approval processes. A profit of $11m was recorded as a share of
profits from associates in 1H22 (1H21: $20m).

IAG’s remaining Asian investment is a 13.93% interest in Bohai Property
Insurance Company Ltd (Bohai) in China. This is included in shareholders’
funds investments and commentary is provided in the “Investments” section
of the Investor Report.

OTHER PROFIT AND LOSS DRIVERS

Net corporate expense

No items have been recorded under net corporate expense in 1H22.
Fee-based business

Fee-based business contributed a loss of $13m in 1H22, the same level as
1H21. This perio