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Insurance Australia Group 
Business Description 
Insurance Australia Group Ltd (IAG) is the largest general insurer in Australia and New
Zealand, providing personal and commercial insurance policies under the brands NRMA
Insurance, CGU, SGIO, SGIC and Swann Insurance. IAG also underwrites motor, home 
and some other lines of insurance for RACV in Victoria and has operations in Thailand,
the UK, Malaysia and China. 

Strategy Analysis 
IAG's targets are top-quartile shareholder returns and a cash ROE of 1.5 times WACC.
The strategy is to accelerate growth in Australia and New Zealand, lift Asian premiums to
10% of total gross written premiums by 2016 and return the UK business to profit. Specific 
steps are to build on momentum in the Australia Direct business through a focus on
customers´ needs and consistent product offerings, ride an eventual upturn in commercial
lines, and in New Zealand to increase market share by developing a reputation for 
customer service after major claims events. The Asian expansion plans include existing
markets of Malaysia, Thailand and India, and in new target markets of China, Vietnam
and Indonesia.Insurance Australia Group reported NPAT of $250m for the year ended 30 
June 2011. Revenues from ordinary activities were $12.25bn, up 30.5% from last year.
Diluted EPS was 12.01 cents compared to 4.36 cents last year. Net operating cash flow
was $620m compared to $1.12bn last year. The final dividend declared was 7 cents, 
taking the full year dividend to 16 cents compared with 13 cents last year. Insurance and
investment operations are, by their nature, volatile due to the exposure to natural perils
and industry cycles and thus profit predictions are difficult. Nonetheless, the group's 
guidance for the year ending 30 June 2012 is: GWP growth of 6-9%; and an insurance 
margin in the range of 10-12%. 

 27 January 2012 
Recommendation 
Recommendation: Neutral 
Relative to: All Ind (ex Fins) 

Investment Fundamentals 
ASX code: IAG 
Stock price: $2.86 
Market cap: $5,946m 

Y\E 30/06/2012  2012e 2013e 2014e 2015e
Reported e $m 359.5 620.2 658.1 649.4 
Adjusted e $m 407.5 668.2 706.1 697.4 
EPS adjusted ¢ 19.5 32.0 33.8 33.4 
EPS growth % -4.9 64.0 5.7 -1.2 
PE x 14.7 8.9 8.5 8.6 
PE relative x 1.2 0.9 0.9 0.9 
DPS ¢ 13.0 21.0 20.5 20.5 
Yield % 4.5 7.3 7.2 7.2 
Franking % 100.0 100.0 100.0 100.0 

Share Price 
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Source: ASX and Company accounts 
  

Segment Performance  
 

Results by Industry Revenue
(%)

Return on 
Sales (%) 

Return on 
Assets (%) 

Australia Direct Insurance 37.7 0.0 15.5 
New Zealand Insurance 27.6 0.0 0.1 
Australia Intermediate 
Insurance 

25.9 0.0 4.6 

United Kingdom Insurance 6.8 0.0 -21.9 
Asia Insurance 1.9 0.0 -3.0 
Total 99.9 0.0 -4.7 
 

Results by Geography    
Asia 0.0 0.0 0.0 
Australia 0.0 0.0 0.0 
New Zealand 0.0 0.0 0.0 
United Kingdom 0.0 0.0 0.0 
Total 0.0   
  

Annual 
Shareholders’ Return 
1 year -21.0% 
3 year -6.0% 
5 year -11.0% 
10 year 3.0% 
 
Dividend Reinvestment 
Plan Yes 
Shareholder 
Discounts No 

 Company contact details:  
Insurance Australia Group Limited 
Level 26, 388 George St 
Sydney  NSW  2000 
Tel: +61 2 9292 9222 
www.iag.com.au 

If you have any queries regarding this Research 
information or with any aspect of your legalsuper 
account please call legalsuper on 1800 060 312 
(freecall) or email mail@legalsuper.com.au 
 
  

Disclosure: In accordance with Section 849 of the Corporations Law, Macquarie Equities Limited states that Macquarie Bank Limited makes a market in the securities in respect of Insurance Australia Group Limited. 
Macquarie and its affiliates collectively and beneficially own or control 1% or more of any class of Insurance Australia Group Limited's equity securities.                                                                                                                 
Disclaimer: This report is prepared for general circulation and does not have regard to the particular circumstances or needs of any specific person who may read it. The information contained herein is believed to be 
reliable, but its completeness and accuracy is not guaranteed. Opinions expressed may change without notice. No part of this report is to be construed as a solicitation to buy or sell any security. We do not accept any 
liability, whether direct or indirect arising from the use of information contained in this report. International investors are reminded of the risks inherent in international investments, such as currency fluctuations and 
international stock market or economic conditions, which may adversely affect the value of the investment. Any transaction by US persons in any security discussed in this report must be carried out through Macquarie 
Equities (USA) Inc which has distributed this report in the US. This report is issued in the UK by Macquarie Equities Limited, which is a member of the Securities and Futures Authority. The investments and investment 
services the subject of this report are not available to private customers in the UK. The material in this publication is copyright and may not be reproduced without consent of the copyright owner. 

 


