Chairman John Lamble

DEAR SHAREHOLDER

On behalf of the board | am pleased to anncunce a profit for the six months
12 31 Decermber 2002 of $155 milken and a small increaze in dividend per
share from 25 cants to 28 cents fully franked.

In this lettar | will make some high evel commants on the performance for
the fast six months, but will leave a deiailed review o the Chief Executive
Officer, John Mulcahy. | wil also tel vou a bit more about John Mulcahy, the
arrangements flowing from my retirement on 7 March Z003, and briefly
dizcuss the outlock for the balance of the fnancial year.

Set out in ‘fable 1 is a summary of the consclidated resuits of the business
divisions for the iast four half-year pericds.

A few commenis on the contents of Table 1 are appropriate. The banking
reault 15 disappointingty flat but stilf represents a reasonabie 19.8 peroent
reium on the equity inveated in that business. For some time our
concentration has been on transforming and improving
our general insurance business. From now on more of
that emphasis will be on banking ocperations.
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o S As regards general insurance, 1o gain a proper
.D@(:-E}Z * lne-02Deedt }.jumn—.i}? “| understanding of the company’s performance, we need
Tem 8m $m $m | ounravel some of the mysteries of general insurance

accounting. Under current accounting reguiations, we are
required to fake to the profit and loss account each six
months the changes in valuations of our invesiment
poftfolio, irespective of whether we have actually sold
any of the assets. This often creates a misleading picture,
because some of these assets we regard as long ferm
investments which we have no intantion of seling, and
which we fully expect 1o increase in value over time. To
get a better piciure of performance, we need to separate
oui the results of insurance trading, including intersst,
dividends, rents and distributions aciually received, from
the changes in market value {revaluation} of the long
term invesimenis haid by our sharehoider’s funds.

- Banking - L
" Gengral insuance
-\Wealth managsment -
"Other activities " _
" Profit from ordinary activities -
-before goodwill and ingome tax
- Amortisation of goodwilt "
Income tax expense relating to
- oprlinary activities, sxcluding life -
-insurance policyhglders’ interests

“Net profit attributable to.
- members of the parent entity -

For this reason | set out the insurance resuits in the
format in Table 2.

e S e The top line in Table 2 reflecis the things which our
7 Malf Year Ended - .| fmanagers can control, in terms of insurance operationa.
_— e S . .| The steady progress over the last four periods needs to be
~Bec-0Z “uune-02 7 Dee-0t. June-01. emphasised - particularly the $113 million for the last six
Sm $m $m — $m — | months, which is a 33 percent increase over the previous
L PR six months and a 81 percent increase over the comparable
pericd 12 rmonths ago. This 1s the kind of imarovement
that we were hoping for during this period. | would add to
Total general insurance results '_ | that by saying that there are increased premium rates and
T T T T R improved efficiencies in the pipeline which should
confribute to further improvernents in the fuiure,

insurance Trading Result + - °
-received investmant incoma,
-Revaluation profitfloss) "~
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The revaluation fine reflects the gensaral rends in the
siock market. Long term we still balieve that invesiment
in the stock market afigns the future of the company with
the economic progress of Austraia, When stock market
sentiment changes it is imporiant o be there a3
improving profits arise.

We have mainiained our policy of a strong pradential
margin aver and above our aciuaries’ ceniral (or most
likelyl estimate of cuistanding claims, During the

six months to Decamber, the margin was increased from
$514 million 1o $539 millian,

Wealth management results are down, partly refiecting
the absence of any once-off gaing, parthy revaiuation
losses on the investments of sharehoiders’s funds, and
partly the general nervousness in the community abous
commiiting ta long ferm savings.

MEW CHIEF EXECUTIVE OFFICER

The last few months has seen the board take a most
important decision. That is the appointmeant of a new
chiaf executive officer, John Mulcahy, On interview John
impressad the aelaction committes and the board as
being highly intelligent {excellent academic resulis
including a #hD in Enginesring); very straight forward and
practical the is an engineer by trainingil; great ability in
management and leadership {Lend Lease in its hest days
ard Commonwealth Barnk}; and a sound knowledge of
firanciai services {Lend Lease/MLC and Commaonwesalth
Bankl, in the few weeks since John Mulzahy joined the
group on 6 January 2003, he has shown an ability io
listen, learn quickly and pravide leadershin about our
direction and future,

In one way | am disappointed that | wili not be working
with dohn Mulcahy in the future because | am retifing.
But on the other hand, as & sharehalder, | am comtorted
that he wil be providing able leadership for improved
performance in the future.

| also wauld l&e 1o thank the Chief Financial Gfficer
Chris Skitton for filling in as Acting Chief Executive in the
weeks prior to John's commencement. Chris did an
excellent ioh, and in recognition of his an-going
contribution to the group, he has been appointed to the
board as an exscutive director. | congraiuiate him on his
appoiniment.

CHARMAN'S RETIREMENT

[ wifl be retiring from the board on 7 March 2003 - one
week after these resuits are announced. It has bean a
great experience for me o have had the opportunity to
chair the board since the original amalgamation in 19986,
throtgh o the acguisition of the GIO, 10 the sound
position we are in today.
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As | am now retiring from Suncorp Metway, | wouid like
to make a few personal observations about the company
and the progress we have made in the past few years.

Many of our 200,000 shareholders have been with us
since the creation of the company back in 1996, through
the merger of Suncorp, Metway and GIDC.

They will recall those turbulent but exciting #imes, and
the controversial birth of the company.

There were many critics of the merger who said it was
politicaily motivated and would never succeed.

Wdsll, it wasn't easy. [t wouid have to rank as ong of the
moat complex, three-way mergers in Austraiian corporate
history, and a maior challenge for staff and management.

Meawy, more than aix years down the track, even the most
ardent critics of that time would have to agree that the
merger was a success. The company has prospered
bevond our initial expeciations. It &5 now capitalised at
approximately $6 billion, has BOGG employees across
Australia and total assets of $33 hillion. Shareholdera
who stuck with us have been amply rewarded.

Following the Q10 mearger, the company has a truly
naticnal presence and a great fuiure ahead of it

it iz a tribute to all the peopie who plaved a part in its
developmeni. | would like to place on record my heartfelr
thanks io my feliow board members, the senior
management and all staff who, coliectively, have worked
so hard and so ably to position Suncorp Metway as a top
CGueenslandbased company. It has been a highlight of
my career and | am privileged o have plaved a part.

Gn a peraenal note, | should say that | s#ll enjoy
corporate life, Even after 56 years 1 get a theill out of
sesing companies respond to good management, So
don't intend to retire as such. { have besn invited o
remain on the boards of our insurance ioint ventises with
the RACQO and BAA of South Australia and | plan to take
Up positions on two or three other unlisted companies.

The Daputy Chairman, John Siory, who will succeed ma,
is both very capable and experienced. We have worked
closely together during the changeover period over the
last six months or so. We have thought alike on all
imporiant izsues and { have no doubt that John wilt
provide excefient ieadership for the board and the
company in the coming years.

SUTLOOK

[espite the apparent flainess of our results over recent
half-yearly pericds, an analyais of them indicates an
improving underlying frend, particutarly in generat
insurance,



Given that our wansformation efforts involved quite an
amount of one-off expendiiure to achieve recurring
savings, we should show furthar improvemant in the
next six months. in saying this, | make the normal
reservaiion about forecasis — at the time of writing the
position in irag has not been resclved; the economic
‘weathet' is very hard to forecast; and Australia iz in the
midst of its worst drought for a long time. One particular
factor affecting cur six month resulis will be the recent
buskh fires which may cost the insurance group
something of the order of $30 millicn — but we shouldn't
be in the insurance business if we are not prapared

to take rigks.

ttend io take the view that the most important thing for
a company is to sef out to delberately build a better
husiness through improving its customer franchise,

strearnlining processes 1o increase sfficiency and
huiiding financiat strength. | belisve Suncorp Maiway has
made important improvemeanis in recent times in these
areas and that over time these efforts wig reflect
themselves in improved results to the group.

I closing, | would like to thank the shargholders for
their support for myself and for their continuing interest
in the company.

John Lamble «o
Chairman

As the incoming Chairman, it is ny pleasure on behaif
of ali sharehelders to thank John Lamble for his
inspirational ieadership over the past six years,

Before joining us, John had had an ocutstanding career
inn the financial services indusiry, including 25 years as
chief executive of NRMA Insurance, from 1868 until
1992, He served as Chairman of the State Bank of
MSW, Perpetual Trustees Australia and the State
Government Insurance Commission of Sauth
Australia, and as a director of a number of major
corporations inciuding Macqguasie Bank, RGC Lid and
Email.

eputy Chairman John Story

Johin wes awarded an Order of Australia in 1983 for
his service to the insurance indusiry. He is a former
Fresident of the Sydney Chamber of Commerce, an
ex-meamber of the Council of the University of NSW
and an adviser o governments ai Staie and Faderal
levet on insurance issues,

When Suncorp Metway was formed in 1986, it
needed a sirong leader to nulf together the three
disparate merger partners fo create a united company.
John was the perfect choice. His styie has been iough
hut fair, and his encyclopedic knowledge of the
insurance industry, his skills of financial analysis and
his general commercial acumen have been invaluable
o management and his board colleagues. He has
been an excellent chairman,

Ha has aiso been a good friend and confidanie, { wish
hirn a long and hapoy retirement.

John Story

Daputy Chairman

Suncorp
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DEAR SHAREHOLDER,

| amn defightad to be writing 1o you as the new managing
director of Suncorp Metway, it is a privilege to lead this
company and | am confident that it has a great future and
will deliver haeaithy returns for sharehoiders.

| tock up my duties on January 8 and this is my first
ooportunity 1o address shareholders, | would fike to isll
you a little about my background, my initial impressions
of Suncorp and our plans for the company. | also wili
report 1o vou on the financial results for the six monihs
to December and our expeciations for the full year

BACKGROUND

| gradiated in Civil Engineering and following a post
graduaie degree at Sydney University, | spent 10 vears in
the property development, design and consiruction
industry. A great training ground for looking fo the futurs,
commarcial analysis, leadership and team building.

Sinze that time, | have fed 1sams within the financial
services arena inciuding funds management, insurance
and banking.

Whilst leading a maior bank’s ratail division, | recognised
the strength of Australia’s regionat banks, and |
particularly envied their reputation with customers,
Suncorp was always a fierce competitor with a great
customer focus and good service, |t seemed o me 1o be
a company with significant potential, a point of difference
and a strong franchise on which 1o build, So when
offerad the opportunity to join the company as managing
director, | was very enthusiastic 1o accept.

FRITEAL IMPRESSIONS
After seven weeks in the role of CEG, | am positively

impressed. It is refreshing to work in a company with
such a cando attitude focused on meeting the needs of

2002 Half Yaar Rasulls

our gustomers. The people that | work with are
professional, knowisdgeable and hard warking. The
culture is one of a team perspective with friendliness
and efficiency.

in addition to the strong franchise, foval custorner base,
good product capability and healthy financial position,
Suncorp has some other imporiant attripuies that | did
not fully appreciaie prior to joining the company.

Gne of these is the group’s organisational capabiiity 1o
re-engineer processas and optimise synergies from
acouisitions and mergers. Something fike 80 percant of
acquisitions/mergers fail 1o deliver on anticipated
increases in shareholder wealth. But in Suncorp’s case,
the initial merger with Metway and QiGC in 1996 clearly
led to significant rewards for shareholders, Now Suncorp
ig delivering the anticipated benefits from the GiG
acquisition which wil fead o increased profits and
higher vaiue for shareholders, The reason Suncorp has
been successful is because of the process called
“fransformation’. 1115 a very rigorous and disciplined
approach which ensuras that the benefits are delivered,
and then sustained. It is now a core strength of Suncorp
and can be uzed to gain further efficiencies in the
current business,

A second pleasing discovery was Suncorp’s excelient
information Technology group. This feam has deveioped
a namber of excellent sysiems which help our peopie
deliver improved service to our customers. This group
has an afficient, no wastage approach which provides
the group with a competitive advantage because it
enabiss Suncorp to be more flaxibie and responsive o
customer needs.

CHALLENGES

Suncorp has many sirengihs, howevar there are
chalienges ahead.

Ower the last 18 months the warld community, including
Australia, has fost a sense of security through growth of
terroriam, failure of the equity markets and failure of a
number of major corporations, Now we all waich
nervously the Irag sitsation.

The world's higgest economy, the United States,
continies io siruggie and whilst the Australian economy
has held up well, it is now showing signs of alowing in
some sectors, particulasly wealth management and
housing.

These factors will impact people’s behavicur and reguire
changing bisiness models.



Gur chafienge is to respond rapidly to this environment
and optimizse our performance by recognising these
changes, focusing on the opportunities, pricritising our
actions and minimising wastage.

We need o put in place a sirategy to take us forward
after the G1G Transformation. We must review our
progress 1o date, our compeiitive position in the financial
services secior, plan how we will leverage our strengths
and be commitied as a team 1o build improved returns
for shareholders over the next five vears.

We have already made significant progress in this
process, and expect o be able to set out our siralegic
pian around the middle of the year, timed nicety for the
completion of Transformation,

From an operational perspective, the most important task
is o complete the GIO integration and ensure that it
delivers the expecied improvement fo profits. In the
resiits we have announced for the half vear 1o
December, we have implermnented changes which are
waorth §208 million in a full vear — wel on the way 1o
achieving the annual target of $240 million by June this
year The improvemeants we have made meant that the
profit for the haif year to December was $69 million
higher than the profitability of the combined business at
the time of the agguisition of GIO in June 2001,

PROFIT ANALYSIS

That leads me o the resulis for the six months to
Cecembar,

The net orofit of $165 million was up $71 million on the

correspanding half year in 2001, At first glance, that is a
disappointing cutcome, given the strong gains we have
made in fransformation. However thare are a counle of
factors that make the comparison slightly misleading.

Firstly, in the December half of 2001, we benefited from
an $8 millkon one-off profit from the restructuring of our
property vestmeants division. There were no ons-off
profits this time around.

Secondly, the poor investment climate, over which we
have no control, meant that mvestment income on
General Insurance shareholders funds was down by
$14 million compared with the prior corresponding
period.

i these two factors are backed out of the result, then the
underlying profit before tax and goodwill was actually up
12.8 percent to $260 million.

The fact that we were able 1o maintain profits despite
lower investment returns demonstrates the benefits of
our diversified income streams.

{ will now expand on resuits for each of our three
business linea,

General Insurance

General Insurance Profit Contibution IR

. Hal Year Ended - L o

T Bee02 . Dee-B1.. Change.
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'Nat earned premium - BT 14.5

'Nat incurrsd claims -
-Operating expansss -
“fvestrngnt incomg -
JINFLErANCE Provisions

Stnsurance trading resuit
-Wanaged schemes net
E_income S
Joint verdurs income
“ovestment incomg -
-shareholder funds ..

Contribution before
[tax and GIQ funding

Mat premium incomes increased by a healthy 145 percent
1o $1.0 billon for the half year, reflecting bath an increasa
in bisiness volumes and significant premium rate
increases during the past 12 months. Claims axperience
dguring the half vear was reasonably stable. Bushfires and
starms, whilst often tragic for cusiomers, were within
rormal expectations during the period.

While premium was up 14.5 percent, operating expenses
rose by 3.7 percent to $222 million. Expenses were
contained because of the expense savings implemented
in the Transformation program, which deliverad savings
worth $41 miflion since Decamber 2001 The expense
ratio, which measures operating expenses as a
oropartion of premium income, mproved 1o 22,1 percent
from 24.4 percent at the prior December.

This meant that the insurance trading result, which
excludes investrnent income on shareholders funds, and
is the best indicator of underlying insurance operational
performance, increased by 80.5 percent to $80 million.
This is equivalent to 8 parcent of premium income, and
is a satisfying outcome.

The contribution from our other insurance operations also
increased strongly, from $8 million to $18 million, This
includes income from the managed scheme business, in
which we administer insurance schemes for various
external parties without taking the underwriting rigk, and
also our nterests in the automabile club ioint ventures in

Queensiand and South Austraia.

Altogether, our operational insurance earnings therefore
almost doubled to $98 million.

Unfortunataely, this was offsat by the impact of falling
equity markets, Even though our investments team

Suncorp
28 Fabwuary 20053



Buncomp

managed to ouiperform the market in most asset
claszes, the investment return on Gl shareholder funds
was a koss of §17 milion, compared with a ioss of

$32 miliion in the prior corresponding pericd, Typically, we
wotld expect to see a profit of approximately $40 migion,
it markets hehaved in accordance with their long ferm
sverage return of about 8.5 percent.

Even so, the total profit before tax was $72 mitlion, up
67 percent, which is 2 good resuit.

Banking

Bmkmg P‘mfat C&mnémtmn
. Haif. Year Ended
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m m % :
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-Net interest income - o
‘Nat tag incorng - L2286
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" Operating EXpenses {"i}"i} L0
Badidebts ' (4 B
_Contribution befow

tax from Banking .. 153

Banking recorded a profit before tax of $1580 million,
down Z percent on the prior corresponding period, with
the profit affected by one significant bad debt charge of
$9 miliion in the manufaciuring sector. Underlying profit
before bad debts increased by & percent to $178 millon,
underpinned by solid lending growth, stable net interest
marging and creased non-intarest incomsa.

Total loans, advances and other receivables, including
securitised assets, rose by a heaithy 11.6 percent, which
slightly exceeded asset growth for the industry as a
whole. The growth was mainly in commercial lending,
which was up 16 percent to $3.1 bilion,

Housing iending was more subdued, rising 8 percent fo
$13.7 billon, which was slower than system growth. This
was mainly because the mast rapid growih in housing
lending across the industry was through moertgage
brokers, which is a channe! that Suncorp has not
previously chosen to use vigorously given the higher
costs of writing broker business.

Hecause of growth in higher margin commercial business
and increases in official interest rates in May and June
laat year, we werg able 1o maintain net interest margins
at 2.37 percent, compared with 2.33 percent in June and
2.38 percent at December 2001

2002 Half Yoar Resulls

The combination of asset growth and stable marging
meant that net interest income grew by 7 percent to
%295 mitlion.

MNen interest income rose 23 percent to $65 million
boosted by increased fees from securitised home loans,
improved fee coliection processes and less fee waivers.

Banking expenses increased by 11 percent, which was
high. This was partially due 1o the $5 milken cost to
introduce banking producis and services to the former
GIG branch network outside of Gueensland. The cost to
income ratio increased sightly 1o 51.8 percent, which is
compatitive with the major banks and well below our
regional bank competitors.

The bad debt charge increased from $14 miliion to

%26 mifion, largely because of the single bad debt referred
to earlier. Underiying credit guality remains sound, with
gross impaired assets falling 10 percent to $3148 milkon,

Wealth Manasgement

W@aém Managemsm ?ra?zt Qamnhuimn B
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The Wealth Managemeni division has suffered from the
sharp slowdown in funds flowing into the industry in the
wake of falling equity markeis. The division recorded a
profit of $17 miliion in the half year 1o December,
compared with $36 million in the prior corresponding
pericd. However, the previous result henefited from an
%2 milion one-off profit on the restructuring of the
group's proparty investment division.

Excluding this one-off gain, the §17 million profit for the
half 1o Decamber 2007 comparas with a $28 million
profit in the previous December haif. The reduction was
due o lower planned profit margins, lower experiance
profits and a $3 million fall in the vaiue of Life company
subsidiaries. These are all partially a reflection of the
generally poor wvestmeant clirmate, which has led to
reduced Wealth Management sales and lower
inveatment income,



GUTLOOK
Let ma now turn 1o the outlock for the full vear.

Gur immediate priority is finalising Transformation, At the
sarme time, each of our busineas lines is focussed on
improving customer service, developing our people and
their skifie, capitalising on growth cpportunities and
driving operational efficiencies.

Asgsuming no global shocks, or sharp deterioration in the
Australian economy or stock market, we would expact to
see continued profit growih during the reat of this
financial year.

in Banking, whie commercial lending is expected to
remain atrong, we are clearly confronted with a slowing
housing market. In response, we ars focusing on
improving the skiils of tending staff, and refining our
service levels 1o ift retention rates. We are expecting
reascnable revenue growih and moderate expense
grawih in the current half, with credit guality to remain
sound. This shouid produce an increase in pra-tax profit
of §-10 percent for the yvear.

General Inaurance profit will benefit from premium
growih and further GIO integration improvements,
atthough earnings in the current half wili be affected by
the claims relating o the Canberra bushfires, which may
total up to $30 milion. We continue o expect 1o achieve
an inaurance trading margin of 8-12 percent for the vear,
assiuming no major claims avents.

Wealth Management profits are expected to remain flat
in the second haif due in the absence of a recovery in
equity markeis and improved investor sentiment,

Gwerall, we are expecting to achieve an increase in
underlying operating profit, before goodwiil, tax and
investment income on sharehalder's funds, of
approximately 20 percent for the year,

CHAIRMAN'S RETIREMENT

John Lamble has clearly provided strang leadership o
Suncorp over the past six years. He has guided the team
using his refined leadership skitis and excelient industry
knowledge.

I rryy initiad time at Suncorp John has given me good
insight into the business and excellent guidance about
the best opportunities for further improvement.

| look forward to John's continuing inpui via his role on
our insurance ioint veniures with the RACO and RAL of
South Austraiia,

| congratulate John on his wonderful career and
achievermenis and wish him good health and happinass
in the future,

THANKS

Finalby, 1 would like to thank staff for their hard work so
far this vear. | also would like io thank shareholders for
their on-going support. | look forward to the challenges
ahead and am confident that iogether we can buiid a
graat future.

John Mulcahy
LEO

Suncorp 7
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A video webeast of the Half Year Hesults presentstion can be viewed on the Suncorp website using the
tollowing Hok: bt/ feorporste suncorp.com.aufinvestor fresulis. aspibalf_2002

KEY DATESR FOR 2003
Oredinary Shares (SUN)

Interim Dividend

Ex dividend date & harch
Record date 12 March
Dividend paid 31 March
Final Dividend

Ex dividend date
Record date

2 September
8 September

Dividend paid 3 October
Floating Bate Capital Motes [(BUNMB!

Ex interest date 1iFebruary
Record date 17 February
Interest paid 4 March
Ex interest date 9 May
Record date 15 May
Interest paid 30 May

Ex interest date
Record date
interest paid

Ex interest date
Record date
interest paid

Heset Preference Shares (SUNPA}

Ex dividend daie
Record date
Cividerd paid

Ex dividend daie
Record date
Gividend paid

Annuat General Mosting

Brisbane Convention & Exhibition
Centre, ocnr Marivale & Glenelg Sta,
South Brishane

11 August
1h August
1 September

11 Novembar
17 November
2 December

5 March
12 harch
14 March

? September
8 September

15 Septembear

29 October

F [hates may e subject to change

HEGISTER YOUR EMAIL ADDRESS

Shareholders can receive information via emai, register
proxy wote and check holding details online. By using
your SRMMHIN and other requested details when you
access the share registry website www.dhb com.au
you will be abie to view details of your shareholding,
optain regisiry forms and record your email address, For
asaistance and more information, call the share regisiry,
Douglas Hack & Burrrell Registries on 1300 882 012.

CHANGE OF ADDRESS

Shareholders aponsorad by Suncorp {isauer sponaored)
must advise Douglas Heck & Burrell Registries in writing,
appropriately signed, of the amanded details. Change of
address forms can be obtained via the Suncorp or share
registry websites or by contacting the share registry.

Shareholders aponsored by a broker {broker sponsorad)
shouid advize their broker in writing of the amendad
detaila.
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PAYMENT OF DIVIDENDS

Shareholders who wish o have their dividends paid
diractly into their bank, building society or credit union
account shouwid abtain a direct credit application form
from the share registry or via the Suncorp or share
registry websiies.

DIVIDEND REINVESTMENT PLAN

Shareholders can elect to take their cash dividends by
way af shares in full or in part at a 2.5 percent discount
on the average market price calculated over the five
trading days immediately foflowing the Record Dats for
payment of the relevant dividend. An slectionfvariation
form is available on the Suncorp and share registry
websites.

CONTACT DETAILS

Suncorp website:  www.sUncorp.com.au

Investor Relations: (07) 3835 5747

Share Registry: Giouglas Heck & Burrrell Registriss
1300 8827 012

www.dhb.com.al



