If you breakdown, we'll rescue you,
for free.

Just call 0800 0510009
and show your NHS ID
to your technician.
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Penny James Tim Harris
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H1 2020 highlights

Focused on protecting our people, our customers and society during
Covid-19

Z Trading momentum and financial resilience; return to paying dividends

3 Strategy delivering a more technology-driven business

ployle]
Investment in

Return on
Operating tangible
profit equity

Catching up
on 2019 final

H1 2020

‘force for good’
vision

£80-90m

Interim
dividend

£100m

dividend

£195m

19.9%

‘ GI‘OUP See notes on slide 35 and glossary of terms on slides 48 to 51



Our strategy has enabled us to stay focussed and deliver...

Vl L h
s
We want to
create a
world where
insurance

is personal,
inclusive
and a force
for good.

q DirectlLine

g Group

PW Fafe

We help
people carry
on with their
lives, giving

them peace
of mind now
and in the
future.

Strategic
objectives

Best at direct
Win on price
comparison
websites

Extend our
reach

Technical edge

Nimble and
cost efficient

Great people

Sustainability § Values

pillars
Customers
People
Society

Planet

Governance

Do the
right thing

Aim higher

Take
ownership

Say it like
itis

Work together

Bring all of
yourself to work



..Wwhile ensuring that we support our people, our customers and
society through Covid-19

No utilisation of any government
support schemes

l/ U

Job security . .
Roles protected until the autumn S PUEEE S plErel: . .
upported over 300,000 customers Supporting suppliers
We want to . through: . Accelerated payments and
create a Home working * Mileage refunds and reducing directly supported SME roadside
world A shift to home working for all our . Premiucr(:wvgéferrals assistance firms
where LD LLR (Clarle7: * Waived cancellation and mid-term
. amendment fees NHS workers
!nsurance Flexible working Supported NHS workers with free
!S pers.onal, Offered flexible working to all Green Flag breakdown and Home
inclusive employees throughout lockdown Travel emergency cover
and a force » Supported over 10,000 customers
for good. ¢ Repatriated 800 stranded Community
customers £7.1 million committed to charities to

help those most in need

Full year investment in the region of £80m-£90m with around half incurred in H1

q DirectLine
w G ’

roup



Financia ¢

Delivering our ambition

Tim Harris
CFO



H1 2020 financial highlights: Improving current year profitability

. . Direct brand
Continued to grow our own brand portfolio +2.0% in'_rg;c:";glic'iz: s
Resilient result supported by strong progress on current year Operating
attritional loss ratio; on track to deliver 50% target by 2021 profit

Progress on costs offset by impact of Covid-19; reiterating 20%

(o) Expense
target by 2023 25.2% ratio

On track to deliver our combined operating ratio target2 in 90.3% Combined

2020 o Y operating ratio

Paying an interim dividend of 7.4p and catching up on 2019 Capital
distribution

final dividend of 14.4p

Solvency ratio after dividends remains strong

(o) Solvency
192 /0 ratio

* .
\ DlreC'l' L'ne 1. Normalised for weather and Ogden rate changes, excluding restructuring and one-off costs

rou 2. Normalised for weather
P See notes on slide 35 and glossary of terms on slides 48 to 51



H1 2020 result summary: Resilient financial performance

Financials summary £m Comments
N CEDIEETIIEEITE - Gross written premium growth of 0.4% driven by strong

Q1 trading across direct own brands

Gross written premium 1,575 1,581 0.4%
* Underwriting profit grew 29.8% due to reduced Motor
Underwriting profit m 144 29.8% claims frequency following the impact of Covid-19,
alongside an improvement in underlying current year
Instalment and other income 88 80 (9.1%) profitability
* Reduction in instalment and other income reflects lower
Investment return 76 41 (45.4%) new business and claims volumes in Q2
Operating profit 274 265 (3.4%) + Investment return reduction due to a combination of
lower income and higher realised losses from commercial
Restructuring and one-off costs - (15) - property revaluations
inance costs RSN < ciicant tems £m | H1 2015 | 12020 |
Major weather - [30]
Profit before tax 261 236 (9.5%) Ogden rate change (17) )
Profit after tax 212 193 (9.1%) Estimated net impact of Covid-19 on ) 7

operating profit,

q girec' Line 1 Management estimate

. rOUP See notes on slide 35 and glossary of terms on slides 48 to 51



Group profit: Good progress on current year profitability

Est. Covid-19 profit impact! Operating profit walk

£7m Net Covid-19 impact!

Motor 64 . .
£274m e — £265m
Home ] mmmm £260M - £89m o, I

£14m £63m £65m £43m £20m
Rescue 3
Travel and other personal lines (28) Improvement in
current year profit

Commercial 4
Loss ratio subtotal 43
Operating expenses 9)
Instalment and other income (7)

H12019 Weather H12019 Current Prior year Est.Covid- Operating Instalment Investment
Investment return (20) Operating and Ogden Normalised year ex releases 19 lossratio expenses and other return

profit operating  Covid-19 adjusted for impact income
Total Covid-19 impact 7 i Ogieler

q girec' Line 1 Management estimate

. rOUP See notes on slide 35 and glossary of terms on slides 48 to 51



Group ratios: Improved current year loss ratio

Current year attritional loss ratio 73.5%
Estimated impact of Covid-19! -
Major weather events n/a
Prior year loss ratio (1.6%)
Loss ratio 61.9%
Expense ratio 24.5%
Commission ratio 6.1%
Combined operating ratio 92.5%
Combinedoperatnaio  saex
ROTE (annualised) 20.9%

q DirectlLine ,

‘ GrOUp Eee n'\c/)]taer;ac?: Cidess gr?:iagta?ossa ry of terms on slides 48 to 51

65.3%
(3.5%)
21%
(8.4%)
59.0%
252%
6.1%
90.3%

90.4%

19.9%

Current year attritional loss improved by 8.2pts due to underlying
progress and a reduction in claims frequency driven by Covid-19

Major weather events in Home and Commercial totalled £30m
versus nil in H1 2019

Prior year releases of £123m were £48m lower than prior year as
Motor prior year releases reduced in line with expectation

Expense ratio increased by 0.7pts due to additional costs incurred
to support our people and society during Covid-19

Headline COR was 2.2 pts lower than prior year at 90.3% and below
the Group's 93-95% target

Annualised RoTE was 19.9%, ahead of the Group's 15% target

10



Operating expenses: Investment in our customers, people and
society; reiterating 20% expense ratio target by 2023

» H12020 operating expenses

£375m mmm  £372m increased due to higher levies and
- costs incurred to support our
£3m people and society during the . c
£SO N Er COVID-19 disruption including; Investment in Covid-19
£3m expected to be around
£20-25 million in H2 2020
» Costs associated with enabling
people to work form home
+ Protecting all roles until the + Reiterating expense ratio
autumn target of 20% by 2023
(H1 2020 25.2%)
O';;rza‘jt}:g Lizvles Es?rgg‘;‘cdtgw Ui Qs O'ye?gtzir?g « Support for local charities
expenses expenses

q Directline ,
1. Management estimate

. GI'OUP See notes on slide 35 and glossary of terms on slides 48 to 51



In-force policies and premiums: Strong momentum in Ql,
Covid-19 disruption in Q2

In-force policies 000’s Gross written premiums £m

B Q2 Direct own brands
m Partners and other

« Group in-force policies were 1.7% lower Q1 Direct own brands
m Direct own brands in H12020 as growth across direct own = Q2 Partners and other
brands was offset by lower partner Q1 Partners and other
14,882 14,789 14,696 14,633 volurmnes
1,575 1,581

» Direct own brands in-force policies were
2.0% higher than prior year and 1.1%
higher than Dec-19 driven by strong
growth in Ql

« Group gross written premiums were
broadly stable in H1 versus prior year

» Direct own brands gross written

premiums grew 1.2% in H1 as growth of M
. LN
5.6% in Q1 was offset by lower N
premiums in Q2 due to Covid-19 § ﬁ
30Jun19 31 Dec 19 31 Mar 20 30 Jun 20 H12019 H12020

N DirectlLine
g "G

I'OUP See notes on slide 35 and glossary of terms on slides 48 to 51



Motor: Strong result reflects underlying improvements and
lower claims frequency

Operating profit Operating ratios Comments
n T
* Current year loss ratio improvement

Current year loss ratio 83.4% 65.5% reflects initiatives supporting new
£154m business competitiveness and the

Est. impact of Covid-197 - (9.7pts) reduction in claims notifications due to

Covid-19
Prior year ratio (14.2%) (11.3%)
Loss ratio 69.2% 54.3% * Reduction in instalment and other
£106m PY income driven by lower new business
release £83m PY Commission ratio 2.5% 2.9% and claims volumes in Q2
release
Expense ratio 23.4% 24.7%

» Reduction in prior year loss ratio in line
H12019 H12020 COR 95.1% 81.9% with expectations
Investment return
m [nstalment and other income
m Underwriting profit

N Directline ,
1. Management estimate 13

. GrOUP See notes on slide 35 and glossary of terms on slides 48 to 51



Motor trading: Good momentum in Q1, Covid-19 disruption in Q2

Trading update Top line performance Claims trends

Pricing Direct own brands IFPs 000's

+1.6% YoY .
* Frequency remained below expected

levels. Covid-19 drove a ¢.70% reduction
in notifications in April, which has
increased since lockdown restrictions
were eased

» Price increases in Q1 were offset by risk
mix changes in Q2 following lower new
car sales and fewer young drivers
entering the market

IFPs

* Motor own brand IFPs grew 1.6% in H1 30Jun9  30SepN9  31Dec9  31Mar20  303Jun 20
2020 due to strong momentum in QI » Claims severity was higher due to
followed by a slowdown in Q2 Direct own brands GWP £m factors including repair capability,

. . . 22019 m2020 changes to settlement patterns and
IFP growth was drlvgn by Churchill and +0.9% erzalit [ dupetieone
Darwin demonstrating progress on PCW
agenda

* No change to underlying claims
severity inflation of 3%-5%

0,
* Retention increased across all brands +6.4% (4.2%)

M > Q N
» Direct own brands grew 0.9% in H1 driven
Ql Q2

by strong Q1 trading

+1.8% price!
(3.5%) risk mix!

‘\ DirectlLine
1 Based on all brands (except Darwin and Privilege on the new platform) average undeveloped incepted written premium (excludes IPT) 14

. GrOUP See notes on slide 35 and glossary of terms on slides 48 to 51



Home: Lower headline profit due to weather, progress on
current year attritional

Operating profit Operating ratios
o s

9 |Curren'.c year attritional 553% 53.0%
oss ratio
Major weather n/a 6.4% * Operating profit was £36m lower
than prior year due to weather and
£21m PY £35m Prior year ratio (7.2%) (0.9%) lower prior year releases
release 4
£0m £3m PY Loss ratio 481% 58.5%
weather reallizse « Current year attritional loss ratio

f18m Commission ratio 7.6% 6.8% improvement reflects actions taken

weather on Escape of Water (EoW)

Expense ratio 26.5% 27.1%

H1 2019 H12020 COR 82.2% 92.4%
Investment return .

COR normalised for

B Instalment and other income weather c.89% C. 94%

B Underwriting profit

N DirectLine
G 15

. rOUP See notes on slide 35 and glossary of terms on slides 48 to 51



Home trading: Direct own brands stable, growth in PCWs

Trading update

Top line performance

In-force policies 000's m Direct ®Partners
(0.2%) YoY
* Despite Covid-19 trading pressure, direct own
brand IFPs were broadly stable compared to i o
) . ; (3.6%)
prior year and were higher than December ;
: YoY
2019 i
* New business IFP growth in Q1 was more than
offset by a slow down in Q2 |
* Retention rates increased over the period and 303un19 30 Sep 19 31 Dec19 ' 31 Mar 20 303Jun 20

compared to prior year .
Direct own brands GWP £m

m2019 m2020

* A shiftin direct own brand mix towards PCW (0:1%)

reflects improved competitivenessin this
channel

9 +0.1%
+ GWP was lower across direct own brands (0.2%) °

reflecting lower average premiums driven by ~ ~
channel and risk mix o o
Ql Q2

* .
q DirectLine
‘ G 1. Based on average undeveloped incepted written premium (excludes IPT)

I'OUP See notes on slide 35 and glossary of terms on slides 48 to 51

+0.3% price!
(2.7%) risk mix’

H1



Rescue and other personal lines: Strong Q1 trading, Covid-19
disruption in Q2

£18m
(£16m)
£5m PY E;*\’(“
release
release
H1 2019 H1 2020

Investment return
H I[nstalment and other income

® Underwriting profit

roup

Em

Current year loss
ratio

Est. impact of
Covid-19'

Prior year ratio

Loss ratio

Commission ratio

Expense ratio

COR

Rescue COR

q girec' Line 1 Management estimate

See notes on slide 35 and glossary of terms on slides 48 to 51

70.1%

(2.5%)

67.6%

41%

24.5%

96.2%

83.1%

86.0%

11.3%

(1.9%)

84.1%

3.0%

24.2%

1M1.3%

78.1%

Rescue operating profit

b i
H12019 H12020

Green Flag GWP £m
m2019 m2020

+3.2%

+11.3% (3.9%)

N N
Ql Q2 H

1

RoPL operating loss driven by
expected Covid-19 impact in
travel

£25m expected net full year
impact of Covid-19 on travel
recognised in H1 2020,
assuming travel restrictions
remain in place until the end of
September 2020

Rescue grew operating profit
by £3m partly due to lower
claims frequency

Green Flag continued to
deliver double digit growth in
IFPs and GWP in Ql, before
new business reductions in Q2
due to Covid-19

17



Commercial: Improved current year performance offset by

weather
e

£32m iti
l(észgrrearl’icg/ear attritional 67.5% 60.2%
13 £25 * Reduction in operating profit due to
m Est. impact of Covid-19' i (0.1%) weather event in QI
8 Major weather 0.0% 52%

» Current year attritional loss ratio

Prior year ratio (16.8%) (13.7%) reflects underlying pricing
improvements
H [0) 0,
£4(|)m PY £33m PY Loss ratio 50.7% 51.7%
re defacs)e release o ]
i\r/‘eathgr‘ and £13m Commission ratio 17.5% 17.7% Covid-19 impact includes prudent
weather ‘ estimate of business interruption
Expense ratio 25.6% 25.5% claims of £10m offset by lower claims
H12019 H12020 frequency
Investment return COR 93.8% 94.9%
H Instalment and other income .
COR normalised for
m Underwriting profit weather c.98% c.93%
N DirectLine
1. Management estimate 18

g Group

See notes on slide 35 and glossary of terms on slides 48 to 51



Commercial trading: Strong trading despite Covid-19
headwinds

Trading update

NIG and other Commercial IFPs 000’S  wnNiGand other = Direct own brands

Top line performance

+2.6% YoY

I

» Delivered growth in policy count and
premiums in H1 driven by strong growth
in Van

NA
N
N
)
N
n

547 238
546 23

* NIG rate carried was strong at c. 5% +2.8% YoY

Direct own brands 30Jun 19 30 Sep 19 31 Dec'19 31 Mar 20 30Jun 20
« Double digit policy count and premium Commercial GWP £m +5.39%

growth continued into Q1 which reduced m2019 m2020 =70

in Q2 due to lower new business volumes

0,

* Retention on the new Direct Line for +10.2% +1.4%

Business (DL4B) platform performed in ” »

line with expectations M =

Ql Q2 H1

N DirectLine

. GrOUP See notes on slide 35 and glossary of terms on slides 48 to 51
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Investment return:
Lower income and higher realised losses

High yield

B Investment grade private placements B Investment return yield
Sovereign
64.8 m Infrastructure debt
B Commercial real estate loans
m Cash and cash equivalents
('|2.'|) (9.6) u Investment property

Investment income 75.4

Hedging to sterling
floating rate

Net investment income 63.3 55.2

Net realised and

unrealised gains/losses 124 (139)
Of/wh/ch property fair 07 (10.3)
value 3.3%
. 2017 2018 2019 H12020
Total Investment return 75.7 413 4'4/:
0.7% Net investment income yield expected
Available for sale 273 n.e to be approx. 1.8% in 2020

reserve net of tax

q Direc'Line 1. Excludes Equity investment

2. Annualised 20
. ' Group See notes on slide 35 and glossary of terms on slides 48 to 51



Capital and balance sheet management:
Resilient solvency ratio throughout Hi

Solvency ratio walk!

240%

25% (£0.08bn)
B  (£0.07bn)

220% (6%) - (£0.07bn)

213%  (£0.10bn)

19% (9%) Tier 2 debt
(5%) (£0.20bn) callable in
0% £0.35bn (7%) 2022 c.19pts
24% 189%
0
£0.26bn (14A))
180%
Risk
£0.32bn appetite
range
140%
120%
1Jan 2020 Cancellation of Restated 1Jan  Tier 2 Debt Operating Market Changein Capital 30 June 2020 2020 Regular 2020 Special 30 June 2020
solvency 2019 capital 20 solvency  issuedin Hl capital movements capital expenditure solvency interim dividend closing
capital ratio  distributions  capital ratio 2020 generation requirement capital ratio dividend solvency
pre capital capital ratio
distributions
* .
q DirectLine
GroU 1. Figures estimated and based on partial internal model (PIM) output as at 30 June 2020 21
. p See notes on slide 35 and glossary of terms on slides 48 to 51



Capital and balance sheet management:
Declaring an interim and catching up on 2019 final dividend

° ReQUIar interim dividend of B Regular dividends Special dividends
7°4p per Share; 2°8t%’ grc.)wth B Buyback completed O Regular dividend cancelled
compared to 2019 interim I T
£484m

« Additional special dividend of
14.4p per share representing
the full catch-up of the £337m
cancelled 2019 final dividend

£401m

« Dividends due to be paid 4
September 2020 (ex-dividend
date 13 August 2020)

2016 2017 2018 2019 H12020

q DirectLine 22

. GI'OUP See notes on slide 35 and glossary of terms on slides 48 to 51



Reiterating our targets

Operating
expenses

Expense ratio
of 20% in 2023

/

Current year Combined
operating profit operating ratio

At least 50% by 93% - 95%
2021 throughout the

medium term?2

‘Force for good’ investment in the region of £80m-£90m
Net investment income yield of c. 1.8%

Restructuring and one-off costs of £60m

Capital expenditure approx. £150m

* .
N DirectlLine | | |
1. Normalised for weather and Ogden rate changes, excluding restructuring and one-off costs
. Group 2. Normalised for weather

See notes on slide 35 and glossary of terms on slides 48 to 51

Return on
tangible equity
(ROTE)

At least 15% per

annum over the
long term

23



o

Leveraging our customer focus
with new technology

Penny James
CEO

N DirectLine
q "' G

roup



H1 2020: Good progress in difficult times

Q1l: Strong momentum Q2: Continued delivery

WE’RE A~

e, see

m Darwin. ED) - Ci
B p-. . # o Finance Transformation
’ ‘ chur Darwin launched INSIGHT « PROTECTION » EFFICIENCY

DIRECT LINE IS BETTER AT . on two more Launched new general
ngﬂgrepp%%?}m: JHM& d - Churchill PCW PCWs ledger and claims
Progress on - R ©% growth payment system Green Flag
strategic New Direct Line launched new

creative launched claims system

objectives
7,370

Collective consultation

DL4B Van completed on new Direct own brands
launched 7344  waysof working in-force policies 000’s
i = B 7,333
Site closures 7,328
announced 7,331

Range of ‘force for good’ initiatives implemented

(D)

: o
Covid-19 )
High
response 7,290 MyCustomer
o telephony
v oy sl [iok scores = .
. Over 50% of service
Shift to home oo T % interactions now
working customers online
repatriated
31-Dec-19 31-Jan-20 28-Feb-20 31-Mar-20 30-Apr-20 31-May-20 30-Jun-20

N DirectLine e

g Group



Building a better business: On track with our tech transformation

Improved sales and service

Greater pricing accuracy
Brilliant claims experience

& Direct Line chu%‘lﬁﬂ' Privilege. Damwin, GreenFlag [l Airsstins e

Motor & Home Motor Micro & SME Commercial

All Privilege new business sold Launched in New claims Van Roll-out
through new platform 2019 - now system rolled launched in started in Launched in
Churchill and Direct Line to live on 4 out in H1 H1 2020 2019 - almost plo) i)
follow in 2020 PCWs 2020 complete
i New set of

New customer service and New brand, new custamer o New pricingand  New end to end

back office support tools operatin New digital 'S o P
P 9 systems under platform underwriting digital platform

New pricing engine el construction tools for Travel

partners

New general ledger and claims payment
system rolled out

Claims transformation New Counter-fraud operating system

Finance transformation

Technology transformation New telephony system

q DirectlLine
26

g Group



Good progress across our strategic objectives
Easy to use and accessible everywhere

Best at Direct Win on PCWs Extend our reach

Our new platformm makes it easier for us to
onboard new books of business. We will
use this to explore inorganic growth
opportunities through partnerships and
acquisitions

A direct relationship with our customers
provides opportunity for profitable growth
by meeting a broader set of customer
needs; and the foundation for future
product and service innovation

H1 2020 Achievements H1 2020 Achievements H1 2020 Achievements

Price comparison websites will continue to
be the biggest market for new business
and therefore our primary route for
profitable growth

Direct Line: Superhero creative
launched Churchill: Growing market
share; over 1.5m Motor
Direct Line: Fractional policies
products under development, Exploring growth
including acquisition of Brolly Darwin: Rapid growth and opportunities as new systems

increase in pace of change; make it easier to onboard
Green Flag: Delivered over 30k policies written new books of business
exceptional NPS and still
growing Privilege: All Motor new

business sold through the
Direct Line for Business: New new platform
Van proposition launched

N DirectlLine
g "G

roup
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Good progress across our strategic objectives
Key enablers

Technical edge Nimble and cost efficient Great people

. To bring our cost base in line with the . .. .
To create a great experience for our 9 As disruption in our market increases, we

customers and sustainable competitive thmriLkgeI: tlfcc\:/?/rsn:r?;eplz\ir:ee?slr?ig:r;c/:feu:/?/{ll need to become brilliant at innovation and
advantage for us by better utilising our . - ) . change. We can only do this by
scale advantage in repair, data and claims introduce new ways 9f working to exploit empowering and developing the best
insight and management our advantages within each product and cople
9 9 channel people.
H1 2020 Achievements H1 2020 Achievements H1 2020 Achievements

Motor: Introduced online
claims registration for single
vehicle accidents

9,000 people working from

Agile and organisational home

change: Completed collective
consultation and new ways of
working embedded across
more teams; full launch in the
autumn

Home: Expanded the online

claims system One of our highest levels of

employee engagement

Green Flag: Improved the

‘Rescue Me’ App journey . .
Virtual Sprintathon for Stand

up to cancer (SUTC)

Site closures announced
Travel: Launched new online
claims form

N DirectLine
g "G

roup
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Post Covid world: What does it look like?

Greater
social
responsibility

Greater More
reliance on flexible
technology working Financial
resilience

~ V Increased

Desire for Faster move focus on

more _towards looking
product digitalisation after the

flexibility planet

29



Force for good: Our long term commitment to a carbon neutral

future

 57% Reduction in

I?rotect our carbon emissions':
business from the Exceeded,

impact of climate
change and give

currently at 67%

back more to the * 30% Reduction in
planet than we energy
take out consumption’:

Already achieved

. o 1. Against 2013 baseline, emissions within our control
Dlrect Llne 2. TCFD Task Force on Climate-related Financial Disclosures
3. Against 2019 baseline Scope 1, 2 and 3 under our direct control

. GI‘OUP See glossary on slides 48 to 51

business

Committed to setting
Science Based Targets (SBTs)

Become a carbon neutral®
business this year whilst
working to reduce our
footprint over time

Aim to be TCFD2 compliant
by end of 2020

Long-term
commitment to a
carbon neutral

future in line with
the Paris Climate
Change
Agreement

30



Building a better business: Our priorities for H2 2020

Our plans
land us
v(about) here
We are
(about)
here now Business growth

9

More competitive and
agile business to deliver
the full potential of the
Business Group enabling it to

transformation grow market share and
innovate faster to grow

Targeting margin

improvement in
TeChnOIOQy portfolio as full benefits

transformation of technology realised

Required significant

capital expenditure . . . .
P P 2 Embedding an enterprise agile operating model to

increase pace and reduce the cost of change

1 Moving towards launching Direct Line and Churchill 3 Continue to support our 'Force for Good' initiatives
motor new business on our new platform

A Focussed on getting our cost base on track to meet our
long-term expense ratio target

Group

q DirectLine
“



Key investment points

l 5 4 5

Strong balance
sheet with
further

Delivering tools
=]gle Continuing our

Our customers
journey to

Strengths that and our people organisational
improve quality opportunities to

are hard to are at the heart change to
of earnings improve its

replicate . .
P of our business Increase
competitiveness effectiveness

32



Closing messages

Focused on protecting our people, our customers and
society during Covid-19

Trading momentum and financial resilience; return to
paying dividends

Strategy delivering a more technology-driven business

33
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Notes to financial disclosures

1. Direct own brands include in-force policies for Home and Motor under the Direct Line, Churchill, Darwin and Privilege brands, Rescue
policies under the Green Flag brand and Commercial under the Direct Line for Business and Churchill brands.

2. Commercial direct own brands include Direct Line for Business and commercial products sold under the Churchill brand that were
previously reported within NIG and other. Prior periods have been re-presented accordingly.

3. In-force policies, including direct own brands, as at 30 June 2019 have been restated to include 52,000 policies omitted from previously
reported amounts.

4. Areduction in the ratio represents an improvement as a proportion of net earned premium, while an increase in the ratio represents a
deterioration. See glossary pages 48 to 51 for definitions.

5. The solvency capital ratio as reported at 31 December 2019 is after taking into account the then expected 14.4p final dividend and the £150
million share buyback declared on 3 March 2020. The impacts of the cancellation of the dividend (as announced on 8 April 2020) and the
suspension of the share buyback programme (as announced on 19 March 2020) would have added 24 percentage points to the ratio as
reported to give an adjusted solvency capital ratio of 189%.

N DirectLine
g Group *



Instalment and other operating income

Instalment income
Other operating income:
Revenue from vehicle recovery and repair services
Vehicle replacement and referral income
Legal services income
Other income

Other operating income

Total instalment and other operating income

H1 2019

56.3

14.4

9.0

53

3.0

31.7

88.0

H1 2020

54.8

1.2

6.3

4.7

3.0

25.2

80.0

q DirectLine
q "' G

rOUP See notes on slide 35 and glossary of terms on slides 48 to 51

Reduction in H1 2020 due to
impact of Covid-19 on new
business volumes and claims
volumes

36



Balance sheet

31 Dec

Group balance sheet £m 2018 323;86
restated

;Jsc;c;?g/vill and other intangible 567 703 741
Financial investments and cash 6,214 5914 6,303
Reinsurance assets 1,209 1,251 1,048
Other assets 1,545 1,566 1,480
Total Assets 9,535 9,434 9,572
Unearned premium reserve 1,506 1,506 1,502
Insurance liabilities 4,006 3,820 3,590
Other liabilities 1,119 18 1,377
Total Liabilities 6,631 6,444 6,469
Shareholders’ equity 2,558 2,644 2,757
Tier 1 notes 346 346 346
Total Equity 2,904 2,990 3,103

q DirectLine

. GI’OUP See notes on slide 35 and glossary of terms on slides 48 to 51

Investment in new technology reflected in higher intangibles
Increase in other liabilities due to Tier 2 debt issue of £260m

Simple debt structure

37



Investment portfolio

>

UK UK
Insurance Insurance

As at 30 June 2020
target current

allocation holding

Total Group
income
yield

Total Group
interest rate
duration
(\CELES))

Investment grade (incl private placements) 68.0% 64.3% 2.1% E 2.8
Highyield | eo% | es% | s% 25
creat | 740w | 708% | 24% 27
[ sovereign I so% . om% | s% 07
| Totaldebtsecurites . 7eo% | ms% | 24% | 21
infrastructuredebt | so% | 48%  23% 02
| Commercial real estate loans . 4o0% | 36% 6% | 02
Investmentproperty L oso%  49% . 45% -
| Cashand cash equivalents | 70% | 2% | 04% | 00
Total | w00% | 1000% | 219 20

+ 2.5% of total debt securities rated as ‘AAA’ and 54.7% rated as ‘AA’ or ‘A’
DirectlLine
Group L e e miedtan of terms n s xc o
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Investment portfolio: Robust, good quality

Group holdings! Debt securities credit Property by sector?

£6,163m quality £277m

2.5%

B |Investment grade credit
High yield

_ ; Basic industry
B Investment -grade private placements B Retail el WEEEUES _
m Capital goods

Supermarkers m Office = Communications
m Consumer cyclical

m Sovereign

Infrastructure debt

m CRE loans H Industrial m Hotels .
Consumer non-cyclical

® Cash and cash equivalents m Alternative sector = Midstream and energy

® Investment property REIT

* .
DlreC'l' Llne 1. Excludes Equity investment
. G 2. Investment property by sector based on capital cost (excludes in-house properties owned by Direct Line Group Insurance Services)

rOUP See notes on slide 35 and glossary of terms on slides 48 to 51

High yield by sector

H Banking
H|nsurance
B Industrial other
W Transportation
u Electric
Finance companies

Technology
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Reinsurance

Motor Excess of Loss (unlimited) Property catastrophe

Accident | Deductible Accident . . Deductible
year £m year Limit £m £m
2020 ! 0 SN e TV Cover renewed on 1July 2020
019 : 2020 2020/21 1125 130

Limit is equivalent to a

Retained £1m deductible modelled c.1in 200 year loss

1 i H 0,
2018 1 (indexed) with 100% placement 2019/20 c.1132 c.132
of all layers - Cover has one full

- Cover is unlimited in size and reinstatement gorjé:.t. |
2016 1 has an unlimited amount of 2018/19 c. 1,205 c.139 programme and additiona
A —— reinstatement up to £545m

2015 1 .. - Placed with a wide panel of
. 0,
leEe] 1007 G & HrRe e, 2017/18 ¢ 1,275 ¢.150 reinsurers who are all at least

5014 1 uncapitalised basis ‘A-' rated .

2017 1

Placed with a panel of reinsurers

2013 3 oo ettt [ ) e 2016/18 1,250 c.150
2012 3
2015/16 1,350 c.150
201 3
2010 10 2014/15 1,400 c.150
2013/14 1,300 c.150

q DirectLine
“

Group

1. Partial placement on lower layers. For 2018 90% of the first layer (E2m excess £1m) was placed with 10% retained



IFRS to Solvency Il bridge

Reconciliation of IFRS shareholders’ equity to solvency Il own funds! £bn

£2.76bn
£0.54bn

£1.62bn

£0.T1bn 2GRl
E———

£0.74bn

(£0.30bn)
Total Goodwill and Changein Other assetand Forseeable Tier 1capital - Tier 1capital- Tier 2 capital  Tier 3 capital Total own funds
shareholders' intangibles valuation of liability shareholder unrestricted restricted (subordinated (deferredtax) asat30June
equity as at 30 technical adjustments  distributions debt) 2020

June 2020 provisions

roup See notes on slide xx and glossary of terms on slides xx to xx

* .
DirectlLine
. G 1. Figures estimated and based on partial internal model (PIM) output as at 30 June 2020



Solvency sensitivity analysis

100 bps decrease in interest rates with no change
in the PPO discount rate

100 bps increase in credit spreads!

Change in Solvency Il reserving basis for PPOs to
use a real discount rate of minus 1%?

One-off catastrophe loss based on extensive
flooding of the River Thames

One-off catastrophe loss equivalent to the 1990
storm ‘Daria’

Deterioration of 2018/2019 small bodily injury claims
equivalent to that experienced in 2008/2009

30 June 2020 solvency capital ratio

40%

)

140% - 180%
Risk appetite
range

190%

— —t
I%ImI
> W
X X

184%

184%

(o]

—
(0]
a

192%

T T T T T T T T T T T T T T T T T T T T T T T J T T T T T T T T T [ T T T T T T 7T

60% 80% 100% 120% 140% 160% 180% 200%

* .
N DirectlLine
G 1. Only includes the impact on AFS assets (excludes illiquid assets such as infrastructure debt) and assumes no change to the SCR

. roup 2. The PPO real discount rate used in an actuarial judgement which is reviewed annually based on the economic outlook for wage inflation relative to the EIOPA discount rate curve



Book value and TNAV

Movement in tangible net asset value £m

142.0p > 148.9p
{1 £2,045m
£1,941m p— — ' £2,015m
m -
£53m o
Net asset value per
193.4 203.7
+5.3% share (pence)
Tangible net asset
value per share (pence) 142.0 148.9
31 Dec 2019 Net income Movement in Other 30June 2020 Buyback 30 June 2020 Total unrealised AFS reserves of £11.9 (net
AFS pre capital completed of tax) as at 30 June 2020
distributions
N Directline
. GI‘OUP See notes on slide 35 and glossary of terms on slides 48 to 51



Return on tangible equity and earnings per share calculations

Return on tangible equity (ROTE) Earnings per share (EPS)

H1 2019 H1 2020 H1 2019 H1 2020

Profit before tax 261.3 236.4 Profit after tax 21.8 192.6
Add back: Restructuring and one-off i 15.0 Coupon payments in respect of Tier 1
costs notes (83) (83)
Coupon payments in respect of Tier 1 83 8.3
notes (83) (8.3) Profit for the calculation of EPS 2035 184.3
Adjusted fit before t 253.0 243.1 i
Jjusteda profit berore tax ngghted average number of shares 1366.5 13556
(millions)
Tax charge (49.5) -
Basic earnings per share (pence) 14.9 13.6
Tax charge (using the 2019 UK standard i (46.2)
tax rate of 19%) .
Adjusted profit after tax 203.5 196.9
Opening shareholders tangible equity 1,991.4 1,941.1
Closing shareholders’ tangible equity 1,901.0 2,015.3
Average shareholders’ tangible equity 1,946.2 1,978.2
ROTE annualised 20.9% 19.9%

rOUP See notes on slide 35 and glossary of terms on slides 48 to 51

q DirectLine
q "' G



H1 2020 segmental results

Rescue and other
_ MOtor “_ CommerCIaI TOtaI Group
personal lines

805.3
Net earned premium 740.4
Net insurance claims (401.8)
Commission expenses (21.4)
Operating expenses (183.2)
Underwriting profit/ (loss) 134.0
Investment return 27.4
Instalment and other operating income 591
Operating profit / (loss) 220.5
Restructuring and one-off costs -
Operating profit after restructuring and one-off costs -
Finance costs -
Profit before tax -
Tax -
Profit after tax -
Loss ratio — current year 65.5%
Loss ratio — prior year (1.3%)
Estimated impact of Covid-19 on loss ratio (9.7%)
Commission ratio 2.9%
Expense ratio 24.7%
Combined operating ratio 81.9%
q DirectlLine
‘ Group See notes on slide 35 and glossary of terms on slides 48 to 51

27611
277.8
(162.2)
(19.0)
(75.4)
21.2
43
9.8
353

59.4%
(0.9%)

6.8%
271%
92.4%

2101
2132
(179.3)
(6.4)
(51.5)
(24.0)
15
63
(16.2)

86.0%
(1.9%)
11.3%
3.0%
242%
m.3%

2893
2430
(125.7)
(43.0)
(61.9)
2.4
81
48
253

65.4%
(13.7%)
(0.1%)
17.7%
25.5%
94.9%

1,580.8
1,474.4
(869.0)
(89.8)
(372.0)
143.6
413
80.0
264.9
(15.0)
249.9
(13.5)
236.4
(43.8)
192.6

67.4%
(8.4%)
(3.5%)
6.1%
25.2%
90.3%
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H1 2019 segmental results

Rescue and other
Motor Commercial Total Group
personal lines

800.5
Net earned premium 749.6
Net insurance claims (518.7)
Commission expenses (19.0)
Operating expenses (175.0)
Underwriting profit 36.9
Investment return 49.9
Instalment and other operating income 67.0
Operating profit 153.8
Restructuring and one-off costs -
Operating profit after restructuring and one-off costs -
Finance costs -
Profit before tax -
Tax -
Profit after tax -
Loss ratio — current year 83.4%
Loss ratio — prior year (14.2%)
Commission ratio 2.5%
Expense ratio 23.4%
Combined operating ratio 95.1%
q DirectlLine
‘ GI’OUP See notes on slide 35 and glossary of terms on slides 48 to 51

2833
288.0
(138.7)
(21.9)
(76.2)
51.2
93
10.6
711

55.3%
(7.2%)
7.6%
26.5%
82.2%

2165
2095
(141.6)
(8.5)
(515)
7.9
31
6.5
17.5

70.1%
(2.5%)
41%
24.5%
96.2%

274.8
2355
(119.4)
(412)
(60.3)
14.6
13.4
39
31.9

67.5%
(16.8%)
17.5%
25.6%
93.8%

1,575.1
1,482.6
(918.4)
(90.6)
(363.0)
110.6
75.7
88.0
274.3
2743
(13.0)
261.3
(49.5)
21.8

73.5%
(1.6%)
6.1%
24.5%
92.5%
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2019 segmental results

Rescue and other
personal lines

1,651.6 586.6 436.0 5289 3,203.1
Net earned premium 1,507.7 573.6 4252 478.4 2,984.9
Net insurance claims (1,043.3) (268.4) (284.4) (251.5) (1,847.6)
Commission expenses (39.9) (55.7) (27.2) (88.7) (211.5)
Operating expenses (345.6) (136.7) (94.0) (M7.4) (693.7)
Underwriting profit 78.9 112.8 19.6 20.8 232.1
Investment return 88.6 16.7 5.6 237 134.6
Instalment and other operating income 1351 211 139 10.1 180.2
Operating profit 302.6 150.6 39.1 54.6 546.9
Restructuring and one-off costs - - - - (11.2)
Operating profit after restructuring and one-off costs - - - - 535.7
Finance costs - - - - (26.0)
Profit before tax - - - - 509.7
Tax - - - - (89.8)
Profit after tax - - - - 419.9
Loss ratio — current year 81.2% 54.0% 68.7% 66.3% 71.8%
Loss ratio — prior year (1.9%) (7.2%) (1.8%) (13.6%) (9.9%)
Commission ratio 2.6% 9.7% 6.4% 18.5% 7.1%
Expense ratio 22.9% 23.8% 221% 24.5% 23.2%
Combined operating ratio 94.8% 80.3% 95.4% 95.7% 92.2%
N DirectlLine
. GrOUP See notes on slide 35 and glossary of terms on slides 48 to 51



Glossary of terms

Term Definition

Actuarial best estimate
(HABE")

Assets under
management (“AUM”)

Available-for-sale (“AFS")
Investment

Average written
premium

Capital

Carbon emissions

Claims frequency

Combined operating ratio

Commission expenses
Commission ratio

Company

Current-year attritional
loss ratio

Current
ratio

The probability-weighted average of all future claims and cost scenarios. It is calculated using historical data, actuarial methods and judgement. A
best estimate of reserves will therefore normally include no margin for optimism or, conversely, caution.

This represents all assets managed or administered by or on behalf of the Group, including those assets managed by third parties.

Available-for-sale investments are non-derivative financial assets that are designated as such, or are not classified as loans and receivables, held to
maturity, or financial assets at fair value through profit or loss.

The total written premium at inception divided by the number of policies.

The funds invested in the Group, including funds invested by shareholders and Tier 1 notes. In addition, subordinated loan capital in the Group's
balance sheet is classified as Tier 2 capital for Solvency Il purposes.

Scope 1- covers direct emissions from owned or controlled sources, including fuels used in office buildings, accident repair centres and owned
vehicles.

Scope 2 - covers indirect emissions from the generation or purchased electricity, steam, heating and cooling of office buildings and accident repair
centres.

Scope 3 - includes all other indirect emissions that occur in the company’s value chain such as waste disposal, business travel and staff coommuting.

The number of claims divided by the number of policies per year.
The sum of the loss, commmission and expense ratios. The ratio measures the amount of claims costs, commmission and operating expenses, compared
to net earned premium generated. A ratio of less than 100% indicates profitable underwriting. Normalised

combined operating ratio adjusts loss and commission ratios for weather and changes to the Ogden discount rate.

Payments to brokers, partners and price comparison websites for generating business.
The ratio of commission expense divided by net earned premium.

Direct Line Insurance Group plc (the “Company”).

The loss ratio for the current accident year, excluding the movement of claims reserves relating to previous accident years and claims relating to
major weather events.

-year combined operating This is calculated using the combined operating ratio less movement in prior-year reserves.

q DirectLine
“

Group
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Glossary of terms

Term Definition

Current-year operating profit This is calculated by total operating profit less movement in prior-year reserves.

Direct own brands include Home and Motor under the Direct Line, Churchill and Privilege brands, Rescue under the Green Flag brand and

Direct own brands Commercial under the Direct Line for Business and commmercial products sold under the Churchill brand.

Earnings per share The amount of the Group's profit after deduction of the Tier 1 coupon payments allocated to each Ordinary Share of the Company.
Expense ratio The ratio of operating expenses divided by net earned premium.

Finance costs The cost of servicing the Group’s external borrowings and includes the interest on ROU assets.

Financial Conduct Authority (“FCA”) An independent body responsible for regulating the UK's financial services industry

Financial leverage ratio Tier 1 notes and financial debt (subordinated guaranteed dated notes) as a percentage of total capital employed.

Gross written premium The total premiums from contracts that were accepted during the period.

Group Direct Line Insurance Group plc and its subsidiaries (“Direct Line Group” or the “Group”).

In-force policies The number of policies on a given date that are active and against which the Group will pay, following a valid insurance claim.
Insurance liabilities This comprises insurance claims reserves and claims handling provision, which the Group maintains to meet current and future claims.

International Accounting Standards Board A not-for-profit public interest organisation that is overseen by a monitoring board of public authorities. It develops IFRS standards that aim to
(“1ASB") make worldwide markets transparent, accountable and efficient.

The income earned from the investment portfolio, recognised through the income statement during the period divided by the average assets
Investment income yield under management (“AUM"). This excludes unrealised and realised gains and losses, impairments, and fair value adjustments. The average
AUM derives from the period’s opening and closing balances for the total Group.

The investment return earned from the investment portfolio, including unrealised and realised gains and losses, impairments and fair value

Investment return adjustments.

q DirectLine
“

Group



Glossary of terms

Investment return yield

Loss ratio

Management’s best estimate
Net asset value

Net earned premium

Net insurance claims

Net investment income yield
Ogden discount rate
Operating expenses
Operating profit

Periodic payment order (“PPO”)

Prudential Regulation Authority (“PRA”)

Reinsurance

The return divided by the average AUM. The average AUM derives from the period’s opening and closing balances.
Net insurance claims divided by net earned premium.

These reserves are based on management's best estimate, which includes a prudence margin that exceeds the internal ABE.

The difference between the Group’s total assets and total liabilities, calculated by subtracting total liabilities (including Tier 1 notes) from total
assets.

The element of gross earned premium less reinsurance premium ceded for the period where insurance cover has already been provided.

The cost of claims incurred in the period less any claims costs recovered under reinsurance contracts. It includes claims payments and
movements in claims reserves.

This is calculated in the same way as investment income yield but includes the cost of hedging.
The discount rate set by the Lord Chancellor and used by courts to calculate lump sum awards in bodily injury cases.

These are the expenses relating to business activities excluding restructuring and one-off costs.

The pre-tax profit that the Group's activities generate, including insurance and investment activity but excluding finance costs, restructuring
and one-off costs.

These are claims payments as awarded under the Courts Act 2003. PPOs are used to settle some large personal injury claims. They generally
provide a lump-sum award plus inflation-linked annual payments to claimants who require long-term care.

The PRA is a part of the Bank of England. It is responsible for regulating and supervising insurers and financial institutions in the UK.

Contractual arrangements where the Group transfers part or all of the accepted insurance risk to another insurer.

q DirectLine
“

Group
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Glossary of terms

Reserves

Restructuring costs

Return on equity

Return on tangible equity (“RoTE")

Solvency Il

Solvency capital ratio

Tangible equity

Tangible net assets per
share

Underwriting result
profit / (loss)

Funds that have been set aside to meet outstanding insurance claims and IBNR claims.
These are costs incurred in respect of the business activities where the Group has a constructive obligation to restructure its activities.

This is calculated by dividing the profit attributable to the owners of the Company after deduction of the Tier 1 coupon payments by average
shareholders’ equity for the period.

This is adjusted profit after tax divided by the Group’s average shareholders’ equity less goodwill and other intangible assets. Profit after tax is
adjusted to exclude restructuring and one-off costs and to include the Tier 1 coupon payments. It is stated after charging tax using the UK
standard rate of 19% and for 2019 it is stated after charging tax using the effective rate of 18.9%

The capital adequacy regime for the European insurance industry, which became effective on 1January 2016. It establishes capital requirements
and risk management standards. It comprises three pillars: Pillar |, which sets out capital requirements for an insurer; Pillar I, which focuses on
systems of governance; and Pillar Ill, which deals with disclosure

requirements.

The ratio of Solvency Il own funds to the solvency capital requirement.

This shows the equity excluding Tier 1 notes and intangible assets for comparability with companies who have not acquired businesses or
capitalised intangible assets.

This shows the equity excluding Tier 1 notes and intangible assets per share for comparability with companies who have not acquired
businesses or capitalised intangible assets.

The profit or loss from operational activities, excluding investment return and other operating income. It is calculated as net earned premium
less net insurance claims and total expenses, excluding restructuring and other one-off costs.

Group

q DirectLine
“
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Disclaimer

Forward-looking statements

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”, “ambition”, “anticipates”, “aspire”, “believes”,
“continue”, “could”, “estimates”, “expects”, “guidance”, “intends”, “may”, “mission”, “outlook”, “over the medium term”, “plans”, “predicts”, “projects”, “propositions”, “seeks”, “should”, “strategy”,
“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 appear in several places throughout this document and include statements regarding the intentions, beliefs or current
expectations of the Directors concerning, among 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 and guidance which are contained in this document specifically with respect to the return on tangible equity, solvency capital
ratio, the Group’s combined operating ratio, percentage targets for current-year contribution to operating profit, prior-year reserve releases, cost reduction, reductions in expense and
commission ratios, investment income yield, net realised and unrealised gains, capital expenditure and risk appetite range. 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 and/or are beyond the Group’s control. Forward-looking statements are not
guaranteeing 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, for example directly or indirectly as a result of, but not limited to:

* United Kingdom (“UK") domestic and global economic business conditions;

» the direct and indirect impacts and implications of the coronavirus Covid-19 on the economy, nationally and internationally, on the Group, its operations and prospects, and on the Group's
customers and their behaviours and expectations;

» the outcome of discussions between the UK and the European Union (“EU") regarding the terms, following Brexit, of any future trading and other relationships between the UK and the EU;

* the terms of future trading and other relationships between the UK and other countries following Brexit;

*  market-related risks such as fluctuations in interest rates and exchange rates;

* the policies and actions of regulatory authorities and bodies (including changes related to capital and solvency requirements or the Ogden discount rate or rates or in response to the Covid-
19 pandemic and its impact on the economy and customers) and changes to law and/or understandings of law and/or legal interpretation following the decisions and judgements of courts;

» the impact of competition, currency changes, inflation and deflation;

* the timing, impact and other uncertainties of future acquisitions, disposals, partnership arrangements, joint ventures or combinations within relevant industries; and

» the impact of tax and other legislation and other regulation and of regulator expectations, interventions and requirements and of court, arbitration, regulatory or ombudsman decisions and
judgements (including in any of the foregoing in connection with Covid-19) 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 Group and the Directors expressly
disclaim any obligations or undertaking to update or revise publicly any forward-looking statements, whether because of new information, future events or otherwise, unless required to do so
by applicable law or regulation. Nothing in this document constitutes or should be construed as a profit forecast.

Neither the content of Direct Line Group’s website nor the content of any other website accessible from hyperlinks on the Group's website is incorporated into, or forms part of, this document.

q DirectLine
"
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Investor relations contacts

Paul Smith

Director of Investor Relations

Paul.R.Smith@directlinegroup.co.uk
2N

" +44 (0) 7795 811 263

Louise Calver Jen Ramsey

Investor Relations Manager Investor Relations Co-ordinator

[@) Louise.Calver@directlinegroup.co.uk @) Jen.Ramsey@directlinegroup.co.uk
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" +44 (0) 7767 003 165 " +44 (0) 1651 831451
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