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Calliden Group Limited today reported net profit®d.1 million for the year
ended December 2008 up from $1.3 million in theviogs year. Gross
written premium (GWP) was $200.0 million, up from2#.4 million. The
growth partly reflected your acquisition of the Ajgneral insurance businesses
at the end of July 2007. In the second half, GW&2 $102.4 million, up 7
percent from the previous corresponding period.veGislowing economic
growth, is this level of GWP growth sustainablengpiorward?

CEO Nick Kirk

Our focus has been very much on growing our bottoeprofit. As a result,
in the latter part of 2007 and early 2008 we exgedumber of unprofitable
insurance portfolios, which amounted to around $llion in GWP. We also
discontinued underwriting crop insurance which aeoted for approximately
$7 million worth of premium. If you take that inewcount, and annualise the
contribution from the AU general insurance busiessi#k the previous year,
underlying GWP growth in 2008 was more like 15 patc

Looking forward, the economic climate introduceewel of uncertainty but
premium rates are increasing, and we've worked Veayd to create a
differentiated offering. We now have a specialisedall and medium
enterprise and personal lines insurer with a rasfgibcused offerings from
farms to sports clubs to high value cars and homes2009 and beyond, we
believe we can organically and profitably grow G\tRver 10 percent a year.
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Second half net profit was $5.5 million, up from$nillion, with a fall in net
underwriting profit to $7.5 million from $8.8 mitih offset by a rise in
investment income to $9.7 million from $5.0 millio©€an you comment on the
year on year fall in underwriting earnings in tlee@nd half and the outlook for
the underwriting result in the current year enddegember 2009?

CEO Nick Kirk

The change reflected the reduction in interessratdich lowered the discount
rate applied to our claims reserves, increasingviilee of those reserves. In
the second half of 2008, this added up to a $3anilincrease in our claims
reserves net of reinsurance. As we duration-matchnvestment portfolio to

our claims reserves, the increase in our claims ffalling interest rates was
balanced by a gain in our investment portfolio. &gesult, there was a
reduction in the relative contribution of underwrit even though we had an
underlying improvement in the loss ratio.
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Calliden’s original business case envisaged theeaement of ROE of 12.5 to
20 percent when the company reached a GWP levgR00 million. Last
year's ROE was 9.2 percent. What are the mainorsaseturns have been
lower than expected and when do you expect to eehiturns in line with the
business case?

CEO Nick Kirk

The original business plan was for five years. Wahet the premium target
two years earlier than we predicted, and | beli&ee9.2 percent return in 2008
was a solid step towards our target return band;wive said we’d achieve in
2010.
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You've indicated that the insurance pricing enviramt has improved and that
Calliden’s price increases in 2008 were in linewtite industry. What level of
price increase did you achieve across your poafahd to what extent did
price rises contribute to earnings?

CEO Nick Kirk

We measure trends in our premium rates in a nurabdifferent ways, but

looking at the movement in average premiums fronceDeer 2007 to

December 2008 our commercial short-tail lines iasesl by 4.4 percent, our
home insurance by 9.6 percent, our motor busings6.® percent and our
commercial long-tail portfolio by 7.6 percent. the long-tail business, the rise
was primarily due to larger increases in buildessirranty rates reflecting

economic conditions. You should also bear in mihdt in some classes
premium rates were still falling in the first quartof 2008, so the total price
rise from the bottom of the cycle has been slighigjher than the numbers I've
quoted.

The contribution to earnings from rate increase2d@8 was relatively minor
since they started in earnest at the beginnindn@fsecond quarter and take a
full 12 months to earn through. The improvemendun loss ratio in 2008 was
the result of lower catastrophe costs and our diswoing of a number of loss-
making portfolios rather than price increases.
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What scope is there for further price rises incheent year ending December
2009 and what's the potential upside for earnings?

CEO Nick Kirk

We've already put through further increases inloame and motor portfolios
and we’re increasing rates further in our commeérarad rural books from
March. We're targeting high single digit increasesthis round of premium
increases. The flow-through of the 2008 increased part of the 2009
increases will have a positive effect on earnings2009, but this will be
balanced by further potential falls in interestest and overall lower
investment returns. We need the premium increases!
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Calliden’s underwriting profit for 2008 was $19.7illlan, up from $8.7
million. Excluding statutory charges, the grosairoks ratio improved to 60
percent, down from 70 percent, and the net expeate improved to 39
percent, down from 43 percent. To what extent tbese improvements be
sustained going forward and what's the outlook tfeg claims and expense
ratios in 2009?

CEO Nick Kirk

It's worth noting the reason we’ve restated theosato exclude statutory
charges is that due to our quota share reinsurameegement, the statutory
charges distort our 2008 ratios quite markedlyeytteduce the loss ratio by 9
percent and inflate the expense ratio by 15 percent

In 2009 the loss ratio will be impacted by the grean bush fires, but over
time we’'d expect to continue bringing the net claimatio down through the
impact of premium increases and portfolio improvatnéalanced by further
reductions in interest rates which will impact dong-tail reserves. The
expense ratio should gradually reduce as we wonslartt our growth targets
and see the benefits of the work we’re doing topsifynthe business, such as
the recent push-across to one insurer and our vggaiplementation of a
single software platform.
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Investment income was $13.1 million in 2008, upnfr§8.2 million in the

previous year. With most of your investment fumsw in fixed interest

instruments and in light of recent interest ratéscwill you seek to change
your investment strategy in the short term? Whidsoutlook for investment
income in the current year?

CEO Nick Kirk

We’'ve no current plans to change our investmene sgithough we regularly
review the strategy in the light of the prevailiagvironment. Also, returns
aren’t our only criterion, we look at the risk tisainherent with each asset
class and seek to protect the capital of the commpammuch as possible from
the volatility inherent in investment choices.



Investment income is likely to be lower in 2009 doghe fall in interest rates,
but this should also drive further premium incresaisethe market, particularly
in longer-tail lines.
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Calliden booked cash outflow from operations of 0$@nillion in 2008
compared with inflow of $14.1 million in the prevs year. This largely
reflected a rise in reinsurance premium paid to.&9%gillion, up from $20.0
million, which was only partly offset by an increas reinsurance recoveries
to $53.5 million from $22.5 million. Can you comnteon how your
reinsurance flows might impact cash flow going fard?

CEO Nick Kirk

As we've applied a unified reinsurance program serte portfolio, there’s
been a net cash outflow because the premiums aeaipiiont. We expected
this to correct by year end as reinsurance receseparticularly on the quota
share treaties, are bought to account. In 20@8|aver level of gross claims
meant the correction is taking longer. Reinsurdim&s should even out in
2009 as recoveries start to balance with premiusic p
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Calliden had a capital base of $48.4 million ashatend of December 2008,
and a capital surplus to regulatory requirement$1&.8 million. What level

of surplus do you feel is necessary for Callided aould you consider a
distribution of some of the surplus to shareholdearshe business matures?

CEO Nick Kirk

The business will need more capital as it continoegrow and at the current
level, it makes sense to retain capital for futgrewth. Our preference is to
provide dividends based on a growing and profitablesiness such that
shareholders can benefit from both our frankinglitcseand tax losses.
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Calliden also announced a maiden, fully frankedd#ind of 1.25 cents for the
year. The payout ratio was about 32 percent. 1Gilaie capital surplus, why
wasn’t there a higher payout? How indicative is 2008 payout of the
expected payout level going forward?

CEO Nick Kirk

We believe the dividend reflects a prudent and ensagive level of payment
for our current profitability and our retained eags available for distribution.
The 2008 payout shouldn’'t be seen as a precedeffititiore dividends. Our
policy is to pay dividends to shareholders whiléaireng sufficient funds

within the group to maintain a strong capital basel be able to invest in
future growth, so our payout ratio will depend arufe profitability and

capital needs.
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Calliden has achieved many of its objectives iratreh to exiting poorly
performing insurance portfolios, strengthening régnsurance arrangements
and simplifying its structure, and your focus thesar will be on maximising
value. Where do you see the greatest potentialawimise value within the
business?



CEO Nick Kirk

We've been very focused on putting the businessthey, getting the right
business mix and simplifying our business structufee greatest potential to
maximise value now is to grow the business profjtabNVe have an expense
base that could support a larger business, andtaiiaf organic growth will
maximise the value of what we have, as well asnatig us to unlock the value
of our tax losses and franking credits throughritiistions to shareholders. We
believe the business we’'ve put together now makes genuine alternative to
the major insurers.
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Thank you Nick.

For more information about Calliden Group, pleas# www.calliden.com.awor
call General Counsel & Company Secretary Charleattdm, on +61 (2) 9551
1143.
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