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Key messages

= 9M operating profit' up 20.1% to £417.8m; combined operating ratio (COR)
Good d . 0f95.4%
oo rogress towards .
deliverp o?financial e : = Annualised Return on tangible equity (ROTE) of 16.8%? benefiting from fewer
y g . claims from major weather events — normalised ROTE in line with target
= Q3 operating profit! up 6.1% to £131.2m; combined operating ratio! of 97.0%

= Maintained pricing discipline in the UK motor market in the face of strong
competition

Active management of

= Sustained position in Home by reinvesting some of our transformation

underwriting portfolio benefits

: = Continued growth in Direct Line for Business and Germany

: = Continued investment in technology with new data centres

Execution of ‘self-help’ . = Cost saving actions delivering and total costs on track to meet 2014 target

agenda = Sale of Direct Line Life Insurance and proposed special dividend of 4.0p per

share post completion

Continue to execute well in competitive markets

1 Ongoing operations
2 Annualised and adjusted to exclude Run-off segment and Restructuring and other one-off costs (using UK standard tax rate) Direc.ln Line
2



Financial highlights

Observations i i Q3 Q3 om om
_ Ongoing operations (£m) 2013 2012 | 2013 | 2012
Gross written premium o 978 1,027 2,954 3,085
Gross written premium ((;WP) qf £2,954m Underwriting profit ®© 08 122 8
down 4.3% versus the prior period
Instalment and other income 44 48 138 147
Investment return 60 47 158 193
; it ; ; Operating profit — ongoin
Improvement in underwriting profit partially SR 2 going ®© 131 124 | a8 348
due to fewer claims from major weather operations
events '
Profit before tax 124 82 333 189
Net income / profit after tax ° 91 59 243 142
e Operating profit up 20.1% to £418m Of which ongoing operations! 93 86 299 247
) Combined operating ratio 97.0% | 96.9% | 95.4% 99.7%
0 Profit after tax up 71% to £243.1m P 9
Investment return2 - - 2.5% 3.1%
ROTE (annualised)? @ - - | 16.8% | 13.5%
© Annualised RoTE of 16.8%
Adjusted EPS! - diluted - - 19.9p 16.5p
T Adjusted to exclude Run-off segment and Restructuring and other one-off costs (using UK standard tax rate 23.25%)
2 Includes net gains and losses and unrealised gain and losses allocated to the income statement
3 ROTE is annualised adjusted profit after tax from ongoing operations divided by the Group’s average tangible shareholders’ equity. Profit after tax is adjusted to exclude Run-off operations and Restructuring Direcnln Line

3 and other one-off costs and is stated after charging tax (using UK standard tax rate of 23.25%, 2012 24.5%).
4 Pro-forma ROTE is based on RoTE but assumes that the capital actions taken by the Group (£1 billion dividend payment and £500 million long-term subordinated debt issue) occurred on 1 January 2012 . Group



Competitive market conditions reflected in IFPs and GWP

IFPs — ongoing operations (000s) Quarterly GWP - ongoing operations (Em)

30 Sep 13| 30 Jun 13 31 Mar 13 31 Dec 12

v VR D D D @ @ @D

Home 3,753 3,7532 4,199 4,239
Rescue and other 8917 | 9014 9197 9431 171 113
personal lines 132 o1 e
: 1
Commercial 571 561 550! 466 39
107 137
i 111
International 1,597 1,586 1,572 1,462 - 104 114 137
Total 18,628 18,743 19,383 19,648 104 102
93 100
. . 246
GWP - ongoing operations!:? 234 227 256
3Q vs. prior . .
period YTD vs. prior period
Motor (10.6%) (11.2%) /
33
364 367 586
Home (4.1%) (4.6%)
Ili?nees;:ue and other personal (1.9%) (2.7%)
. Q112 Q212 Q312 Q412 Q113 Q213 Q313
Commercial (0.6%) 11.5%
B Motor MHome [ Rescue & other M Commercial ' International
International 8.9% 11.4%
Total (4.8%) (4.3%)

1 Van now reported in Commercial
2 Home Response policies removed from certain packaged bank accounts during 1H 2013. Circa. 420k policies Direct Line
4 3 Adjustment made to GWP and IFPs for DL4B Van historically reported in personal lines Motor (GWP: £19.0m 9m 2013, £24m 1H 2012. IFPs: 63k June 2013, 78k June 2012). New business written in Commercial

division from September 2010 ‘ GI‘OUp



Continued improvement in underwriting performance

Loss ratio analysis - ongoing operations

9m 2012

Includes German
hail of £9m

9m 2013

73.9%
£287m 3.6% 67.2%
£311m
£100m
10.3% 0.2% 61.6%
11.7% £5m
Currgntyear Prior year Home major  Reported Current year Prior year Home major  Reported
attritional  development weather attritional development  weather
events events
. DirectlLine
g Group



Improving expense ratio

Expenses — ongoing operations (Em) Expense ratio — ongoing operations

— 22.8%
(1.2%)
2.2%
9m 12 Impact of NEP Reduction in 9m 13
Q1R QR Q3R Qr Q1B Q21 Q31
expenses

B Ongoing operations [ Claims handling

99 7%
= Benefits from cost saving initiatives starting to
be recognised

22.8%

= Higher commission ratio due to favourable
claims experience in Home

e Q3 COR of 97.0% in line with prior year
9m 12 9m 13

B Loss ratio M Commissionratio M Expense ratio

‘\ DirectLine
° g Group



Investments

= Investment income yield of 2.1%, up versus

prior period and starting to benefit from

portfolio actions

= Investment return of 2.5% reflects higher gains

in the third quarter 2013

= Planned investment of approximately 5% in
structured credit in addition to current credit
allocation plus increased weighting to BBB
credit within corporate debt securities

Investment assets by type as at 30 Sep 2013

2%

17%

16%

65%
allocation
to credit

AUM
£8.7bn

B Corporate debt securities

B Supranationals

B Local government

Sovereign

Investment property

Cash & cash eqgivalents

Investment income - ongoing operations (£Em) Investment yields

Investment
income

Net investment
gainst
Total

Q313
45.8

14.6

60.4

Q312
40.4

6.9

47.3

9m 2013

129.2

28.7

157.9

9m 2012

137.7

55.0

192.7

2.1%

. i

9m 2013

3.1%

2.5%

9m 2012
Bl Income M Return

7

1 Net realised gain includes fair volume adjustments on investment properties re-valued

DirectLine
g Group



Operating profit reconciliation

= Run-off profit of £20m in Q3 from positive prior year
development £m 9m 2013 |9m 2012
= Run-off expected to make a lower level of profit going
forward Operating profit - ongoing operations 417.8 347.9
- 2(?13 restru_c:turing costs now expected to be £140m Run-off 30.8 (1.8)
with £80m in 2014
= Net saving of £30m over two years due to lower than Restructuring and other one-off costs (87.2) |(136.9)
expected redundancy costs and savings on property
exits Operating profit 361.4 | 209.2
Restructuring and other one-off costs breakdown Finance costs (28.4) | (20.3)
Profit before tax 333.0 188.9
. Cost reduction initiatives
. IT migration
£140m Tax (89.9) (47.1)
60 ] )
£80m Profit after tax / net income 243.1 141.8
150
£30m - 40
0
2013 F 2014 F 2013 F 2014 F
Prior guidance Revised guidance
o DirectLine
g Group



Business highlights

Remaining disciplined in a competitive market

Impact of LASPO on RTA portal

UK Motor year on year 140 RTA portal volumes indexed to 100

Q12013 Q22013 Q32013 130

B8
=28

100

Risk mix:
90
80

70

Change in IFPs s C aw @ 60

in the quarter 50

Industry?*

Direct Line Group

Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug

Telematics continues to grow Investing in technology

New data centres now open

Over 6,000 devices sold to date since

June roll-out Upcoming launch of new customer
websites

One in five Direct Line under 25s new

business sales now includes telematics 75% of NIG new business transacted

through eTrading hub
Recently launched Privilege telematics

on comparethemarket.com Claims smartphone pilot

1 Portal Source http://claimsportal.org.uk/media/158934/rta-ad-hoc-moj-portal-mi-and-graphs-31_08_13-ver-1.0.xIsx

DirectLine
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Key messages

= 9M operating profit' up 20.1% to £417.8m; combined operating ratio (COR)
Good d . 0f95.4%
oo rogress towards .
deliverp o?financial e : = Annualised Return on tangible equity (ROTE) of 16.8%? benefiting from fewer
y g . claims from major weather events — normalised ROTE in line with target
= Q3 operating profit! up 6.1% to £131.2m; combined operating ratio! of 97.0%

= Maintained pricing discipline in the UK motor market in the face of strong
competition

Active management of

= Sustained position in Home by reinvesting some of our transformation

underwriting portfolio benefits

: = Continued growth in Direct Line for Business and Germany

: = Continued investment in technology with new data centres

Execution of ‘self-help’ . = Cost saving actions delivering and total costs on track to meet 2014 target

agenda = Sale of Direct Line Life Insurance and proposed special dividend of 4.0p per

share post completion

Continue to execute well in competitive markets

1 Ongoing operations
2 Annualised and adjusted to exclude Run-off segment and Restructuring and other one-off costs (using UK standard tax rate) Direc.ln Line
10



Appendices
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TNAV update

Movement in tangible net asset value 9M 13

243
Pence 30 Sep | 31 Dec
[ ] — 2013 | 2012
76 Net asset value pershare | 187.9 189.1
2,410 59 7
2.329 Tangible net asset value 155 8 161.0
per share
TNAV Net Movement in Movement in Other 2013 TNAV
31 Dec 2012 income unrealised intangible dividends 30 Sep 2013

gains assets paid

Movement in tangible net asset value Q3 13

2,329

63
TNAV ~ Net Movementin ~ Movement in Other 2013 TNAV
30 June 2013 income unrealised intangible dividends 30 Sep 2013
gains assets paid

‘\ DirectLine
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Return on tangible equity

ROTE calculation

(Em)
Operating profit (total Group)

Add back: Run-off

Add back: Restructuring and other
one off costs

Less: Finance costs

Profit before tax (ongoing operations)
Less: tax!

Profit after tax

Tangible equity b/f

Tangible equity c/f

Average tangible equity

Return on tangible equity (annualised)

9M 2013

361.4

(30.8)

87.2

(28.4)
389.4
(90.5)
298.9
2,410.1
2,328.5
2,369.3

16.8%

1 Standard tax rate: 9m 2013 - 23.25%,

13
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General disclaimer

Forward-looking statements

This document has been prepared for, and only for, the members of Direct Line Insurance Group plc (the “Company”) as a body, and no other
persons. The Company, its Directors, employees, agents or advisers do not accept responsibility to any other person to whom this document is shown
or into whose hands it may come and any such responsibility or liability is expressly disclaimed.

Certain information contained in this document, including any information as to the Group’s strategy, plans or future financial or operating
performance, constitutes “forward-looking statements”. These forward-looking statements may be identified by the use of forward-looking
terminology, including the terms “aims”, “anticipates”, “believes”, “estimates”, “expects”, “intends”, “may”, “plans”, “predicts”, “projects”, “seeks”,
“should”, “targets” or “will” or, in each case, their negative or other variations or comparable terminology, or by discussions of strategy, plans,
objectives, goals, future events or intentions. These forward-looking statements include all matters that are not historical facts. They appearin a
number of places throughout this document and include statements regarding the intentions, beliefs or current expectations of the Directors
concerning, amongst other things: the Group’s results of operations, financial condition, prospects, growth, strategies and the industry in which the
Group operates. Examples of forward-looking statements include financial targets which are contained in this document specifically with respect to
ROTE, the Group’s COR, the COR for the Group’s Commercial business, and cost savings. By their nature, all forward-looking statements involve risk
and uncertainties because they relate to events and depend on circumstances that may or may not occur in the future or are beyond the Group’s
control. Forward-looking statements are not guarantees of future performance. The Group’s actual results of operations, financial condition and the
development of the business sector in which the Group operates may differ materially from those suggested by the forward-looking statements
contained in this document including, but not limited to, UK domestic and global economic business conditions, market-related risks such as
fluctuations in interest rates and exchange rates, the policies and actions of regulatory authorities (including changes related to capital and
solvency requirements or the Ogden discount rate), the impact of competition, currency changes, inflation, deflation, the timing impact and other
uncertainties of future acquisitions or disposals or combinations within relevant industries, as well as the impact of tax and other legislation and other
regulation in the jurisdictions in which the Group and its affiliates operate. In addition, even if the Group’s actual results of operations, financial
condition, and the development of the business sector in which the Group operates are consistent with the forward-looking statements contained in
this document, those results or developments may not be indicative of results or developments in subsequent periods.

The forward-looking statements contained in this document reflect knowledge and information available as of the date of preparation of this
document. The Company and the Directors expressly disclaim any obligations or undertaking to update or revise publicly any forward-looking
statements, whether as a result of new information, future events or otherwise, unless required to do so by applicable law or regulation. Nothing in this
document should be construed as a profit forecast.
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