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ADDRESS BY AMP CHAIRMAN PETER MASON 
TO THE AMP ANNUAL GENERAL MEETING 

9 MAY 2013 
 
 
 
 
Introduction 
 
I commence this Chairman’s address by observing that, for the last couple of 
years, the major concentration of your management and board has been 
directed towards the integration of the AMP and AXA businesses. 
 
While that process still has some way to go, we can now say that our new 
size, scale and efficiency has put AMP into a strong position to adapt to 
changes in the way clients and customers are seeking financial services, and 
to adapt to legislative and regulatory change.  Certainly, we are stronger 
together than each company otherwise would have been. 
 
Global context 
 
While global growth last year was lower than in 2011, 2012 ended up being a 
better year than many had expected. 
 
A major European economic crisis seems to have been averted, although 
European growth is lower than hoped, even in Germany. 
 
US growth remained subdued, but quantitative easing (or, printing more 
money) by the Federal Reserve ensured there was, at least, some gathering 
of momentum. 
 
This, along with signs of improvement in manufacturing, technology and 
housing, as well as an increase in oil and gas production, means the situation 
in the US is looking more positive than it has for some time.  That said, debt 
and budget issues persist – and these can have a tangible effect on global 
economic confidence. 
 
Growth in emerging markets had shown signs of slowing, but in 2012 
confidence in these markets began to return, as observers believed growth 
rates in those markets may have seen their low point. 
 
China’s growth rate has recently disappointed but, at more than seven per 
cent per annum, it is still extraordinary. 
 
In Australia, a slowdown in mining investment is causing concern, as this is 
not being counterbalanced by increased investment in other sectors.  Growth 
was relatively sluggish and interest rates stayed low, as has unemployment 
(relatively) and inflation. 
 
But our exchange rate, having reached its highest level against the trade-
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weighted basket in almost 30 years, inhibits exports. 
 
Share market investors had cause for optimism as 2012 progressed, and 
markets have generally been favourable since the beginning of this year. 
 
However, there are concerns that these improvements are being driven by 
investors seeking yield in a low-interest world, rather than by the prospects of 
more strongly growing economies. 
 
Regardless, it is the view of your board and management that the Global 
Financial Crisis accelerated a transformative change in AMP’s operating 
environment – a shift that is structural, not cyclical. 
 
This shift is characterised by a desire from customers for more control over 
their investments, more transparency and more value for money. This 
demand is being fuelled by a technological revolution that is better enabling 
individuals to manage directly their own financial positions and investments.  
 
Added to this are the demographic challenges of an aging western world, a 
shift in market power from the western world to developing countries, and 
ongoing regulatory changes, at both a local and global level. 
 
These are the factors that indicate that, even if GDP growth and share 
markets again reach the heights of several years ago, there must be 
significant change in both the services provided by AMP and the way in which 
those services are provided by AMP and by financial advisers.  
 
Business performance 
 
By the end of 2012, we had completed much of the heavy lifting involved in 
our integration with AXA, and we began to see the results. 
 
The strategic business and capital alliance with MUTB in Japan, which gives 
us unprecedented access to retail and institutional investors in that country, is 
proceeding well. 
 
We are making significant investments into providing administration facilities 
and advisory models for self-managed superannuation funds, or SMSFs – an 
area which we anticipate will continue to grow rapidly. 
 
We continued to manage costs and capital with determination – actions we 
believed to be particularly important in a more tightly regulated, lower-margin 
operating environment. 
 
At the beginning of this year, after the introduction of stringent new capital 
standards, AMP had: 

• around $1.4 billion in surplus capital above minimum regulatory 
requirements 

• and $7.7 billion in shareholder equity. 
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We held particularly high levels of capital in 2012 in anticipation of changes to 
the Life and General Insurance Capital (or LAGIC) regulations, that came into 
effect on 1 January this year, and of further changes relating to capital 
requirements for conglomerates that APRA is currently formulating. 
 
The total dividend for 2012 was 25 cents a share, meaning shareholders 
received 76 per cent of AMP’s underlying profit as dividend. We aim to pay 
out between 70 and 80 per cent of our underlying profit as dividend, and the 
full-year dividend was within that range. 
 
We have removed the discount applying to the dividend reinvestment plan, 
taking into account our current capital levels and our present view of the 
capital we will need in the foreseeable future. 
 
This year we are making changes to our short- and long-term employee 
incentive programs to further recognise the impact capital has on our 
business and how critical it is that we use it efficiently. 
 
The measures we use as a board to determine the short-term incentive pool 
for employees will now include a measure of underlying profit less the cost of 
capital for the first time. 
 
And the measures we use to determine long-term incentives for executives 
will take into account return on equity, as well as total shareholder returns. 
 
We believe this is the right course of action to ensure that AMP employees’ 
remuneration is aligned with capital efficiency. 
 
Changes to superannuation 
Superannuation has been a topical issue of late, and as Australia’s leading 
superannuation company, I believe it’s time we drew a line in the sand, and 
returned the focus to what really matters. 
 
And that is, preparing our nation to deal adequately with the critical 
demographic and social issues of an aging population and longer life spans. 
 
Increasing longevity has been one of the great success stories of the modern 
world, but it does create significant challenges when it comes to funding 
longer retirements. 
 
Australia has been at the forefront of countries successfully meeting this 
challenge, and it is critical that we maintain this focus. 
 
As I said at last year’s annual general meeting, support for a compulsory 
superannuation system as Australia’s preferred method of saving for 
retirement has been maintained by both sides of politics since it was initiated 
more than 20 years ago. 
 
Our system has been – and still is - the envy of the world. We at AMP can 
testify to this from discussions we have internationally, including in China. 
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The treasurer, Wayne Swan, has rightly acknowledged that Australia’s 
superannuation savings pool helped cushion our country from the worst 
effects of the GFC. 
 
Australians have been committed to the policy for the past two decades as the 
best way of ensuring one generation does not become overly reliant on 
pensions that have to be paid for by later generations – by our children and 
our grandchildren. 
 
Every time we make a change to superannuation we chip away at the 
confidence Australians have in this system.   
 
We create a fear that the savings they have been provident in making under 
one set of rules will be eaten away under a new set of rules (effectively 
retrospective legislation), well before they have attained their goals. 
 
Australians want and deserve a system they can rely on, one that keeps the 
promises made when they are first asked to trust it with their money. 
 
That is why I applaud the Coalition’s commitment to make no negative 
changes to superannuation for three years if it wins the federal election in 
September this year. 
 
And I invite the Government to make a similar commitment, so we can shift 
the focus back to what really matters.   
 
That is, the very real benefits our superannuation system delivers to the 
Australian community, our economy, and Australian families. 
 
We have a responsibility to help all Australians better understand these 
benefits, so they can use them to build better lives for themselves and their 
families. 
 
Australians deserve no less. 
 
Board changes 
 
Now, to your board. 
 
As you would be aware, Dr Nora Scheinkestel, who has served on the AMP 
Board since 2003, is retiring at the conclusion of this meeting. 
 
Nora has made an invaluable contribution in the 10 years she has been with 
us, and her sharp mind, cool head and wit will be sorely missed. 
 
Nora, on behalf of your fellow directors, I would like to take this opportunity to 
thank you, and wish you all the very best for the future. 
 
We are pleased to have appointed Simon McKeon, who joined the board in 
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March this year, and on whose appointment you will vote this morning. 
 
I will outline Simon’s background and qualification in more detail later in the 
meeting. 
 
Conclusion 
 
So, to conclude, AMP has undergone a great deal of change to ensure it is 
well positioned for the future. 
 
As a company, we will continue to evolve where we see advantages to be had 
by doing so, and we have the strength and scale we need to be able to do this 
faster and more effectively than many of our competitors. 
 
We will also continue to speak up in defence of our world-class retirement 
savings system, and ensure AMP remains a strong advocate of a system that 
serves all Australians, and enables them to look forward to retirement with 
dignity and confidence. 
 
[ends] 
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ADDRESS BY AMP CHIEF EXECUTIVE OFFICER AND MANAGING DIRECTOR CRAIG DUNN 
TO THE AMP ANNUAL GENERAL MEETING 

9 MAY 2013 
 
Introduction 
The Chairman has just outlined some of the more significant structural changes     

that are transforming our industry and indeed, our broader community. 

 

While right now, we are seeing much more positive trends in share markets, 

these structural shifts mean we must continue to reshape our business to respond to 

a rapidly changing world. 

 

This morning I will update you on what we’re doing to reshape AMP, and the steps 

we’re taking to sustain AMP’s strong competitive position. 

 

Business performance 
You may recall that at this meeting last year, both the Chairman and I talked about 

how AMP has been responding to some of these shifts. 

 

Indeed, our merger with AXA in 2011 was driven by our strong conviction that we 

needed increased scale and investment capacity to capitalise on the opportunities    

we could see developing.  

 

Our 2012 results show some of the benefits of this strategy starting to emerge 

despite share markets and investor sentiment remaining subdued for much of last 

year. 

 

We delivered an underlying profit of $955 million, driven by strong profit growth in our 

superannuation, advice and investment businesses, and very good cost control. 

 

Our 2012 result also demonstrated the benefit of our broad set of quality, award-

winning products and services, supported by the unparalleled reach of Australia’s 

leading financial advice network.  
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At the same time, a tough personal insurance market, constrained our insurance 

profits in both Australia and New Zealand. 

 

The Australian insurance industry is suffering from poor lapse and claims experience 

across the board, with industry lapse rates at a 10-year high. 

 

In challenging economic times, more people are deciding to reduce their insurance 

cover or to cancel their policies altogether.      

 

The cost of some insurance claims also tends to increase in tougher economic 

environments, as it takes longer to get people back to work. 

 

While some aspects of these changes are clearly cyclical, we are taking actions to 

improve our customer retention and better manage our claims. 

 

These actions include: 

• targeted pricing reviews and product redesign 

• increased investment in retention activities, and 

• better claims management by, for example, helping people get back to work 

sooner. 

 

Pleasingly, the momentum we built last year in our wealth management business    

has continued into the first quarter of this year. 

 

We have driven almost a $400 million turnaround in our first quarter net cash flows. 

 

Very pleasingly, we are delivering good earnings momentum in many parts of the 

business, while at the same time successfully implementing very substantial change 

programs. 
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In addition to integrating two very large businesses, we have continued to prepare 

AMP and its business partners for big regulatory changes this year, including the 

introduction of the new Future of Financial Advice and Stronger Super regulations, as 

well as complying with stringent new capital standards. 

 

Achieving improved business results while simultaneously delivering big change 

programs like these is not that common, particularly during a large, complex     

merger. 

 

It is a real testament to the commitment and passion of both our people and business 

partners, and to the underlying strength of our merged business. 

 
The value of our merger 
It is now just over two years since we finalised the transaction to merge with AXA 

and began the hard work of putting together two long-established, well-respected 

companies to create more value than either company could generate separately. 

 
At our shareholder meeting in 2011, I outlined the three criteria against which we 

would judge our level of success with the integration.   

 

They were our ability: 

• to maintain momentum in both businesses while bringing them together    

• to sharpen our competitive edge, by delivering the additional revenues and 

cost savings that underpinned the economic case for the merger, and 

• to build a stronger growth platform for the future than either business had as a 

standalone organisation. 

 

We have unquestionably delivered against all three of these measures. 
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Business momentum 
You can see the business momentum we’ve generated in our earnings growth in 

2012. 

 

To deliver this: 

• We have tripled net cash flows into the award-winning North platform. This 

now has over $6 billion in assets under management up from $1.7 billion at 

the time of the merger and has just been rated the leading wrap platform in the 

Australian market1. 

• We have maintained AMP Flexible Super as one of the fastest-growing 

products of its type in the market, now with over $8 billion in assets under 

management. 

• We have continued to grow our bank, with both our mortgage and deposit 

books expanding. 

• We have increased our assets under management to over $172 billion at the 

end of last year. 

• And, we have significantly lifted our share of the Australian superannuation 

and retail managed funds markets. 

 

Sharpen competitive edge 
In terms of our second measure of success, a sharper competitive edge, we’ve 

created a more efficient new business that is able to compete more aggressively to 

deliver better outcomes for customers. 

 

We have increased the annual recurring revenue and cost savings we aimed to 

deliver from the merger from an initial $120 million to $150 million – up 25%. 

 

By the end of April, we had delivered close to 90% of this target on a run rate basis,      

with the full run rate synergies expected to flow through by the end of next year. 

 

                                                      
1 2013 Wealth Insights Service Level study for platforms 
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With more than 4,000 professional advisers and planners in Australia and New 

Zealand, we now have more ways to reach more people with quality advice and 

services. 

 

The combination of AMP and AXA means we have a broader, more diversified set of 

quality products and platforms to meet changing customer needs.  

 

This is helping drive our improving trend in cash flows. 

 

We are unquestionably a stronger, more competitive organisation post-merger than 

either company was as a standalone firm. 

 
Stronger growth platform 
The most exciting outcome of the merger is the stronger growth platform we now 

have - our third measure of success. 

 

As markets and investor sentiment improve, we are set to benefit more fully from our 

significantly larger advice footprint and broader, more competitive product set. 

 

Investor confidence is, of course, a key driver of our cash flows. 

 

What will help drive it higher is a sustained improvement in investment markets, 

along with a commitment from both sides of politics to stop changing the rules on 

superannuation. 

 

As an industry, we also need to take a strong lead in reminding all Australians 

that despite the changes to the taxation of superannuation in recent times, it remains,    

by a country mile, the best way for Australians to save for the long term. 

 

Take, for example, a typical Australian family, where both parents work. 
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In the last decade before they retire, with their kids off their hands, let us assume 

they can save an extra $1,000 a year towards their retirement. That is a bit under $20 

a week. 

 

Investing this through their superannuation, using salary sacrifice, will help them save     

over a third more than if they invested outside the superannuation system. That 

would turn their $10,000 in savings over the decade into an extra $21,000 for their 

retirement2. 

 

It is time to blow the whistle on further changes to superannuation and as investment 

returns recover, to begin rebuilding the community’s confidence in superannuation, 

by reminding Australian families just how much value superannuation can really 

deliver to them. 

 

If all Australians truly appreciated the benefits of our superannuation system, I have 

no doubt that individuals and families would save more. This means they would be 

better off, and so would our community. 

 

Our job, as an industry, must be to help Australians see more clearly how our world-

class retirement system can help them have much better futures, with only a small 

shift in thinking and action. 

 
Opportunities for growth 
As a business, we also have to continue to shift our own thinking and focus, if we’re 

to respond successfully to the new growth opportunities we have identified. 

 

We see those in three key areas. 

 

 
                                                      
2 Based on saving $1,000 a year after tax (or $1,515 when salary sacrificing) over 10 years. Assuming 
investment returns of 3% income (40% franked) and 6.3% capital growth, with no deferred income, no 
turnover, all disposals at end of period, no fees or charges etc. Based on marginal tax rate of 34%, 
including 1.5% Medicare levy at all stages. Exit/retirement at age 60. 
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They are: 

• an increasingly customer-focused  Australian business  

• in growing market segments, like self-managed superannuation funds, and 

• in targeted offshore expansion, through our investment management 

business, AMP Capital. 

 

Transforming our core business 
Let’s take the opportunities in our Australian business first. 

 

As I’ve outlined, we have built a strong, competitive business in Australia, through the 

merger and the ongoing investment we’ve made in this business over many years. 

 

We plan now to take this business to the next level, to succeed in a world being 

transformed by: 

• changing consumer behaviour 

• digitalisation and mobile technology 

• and ongoing regulatory change. 

 

We are developing new ways of interacting with our customers and business 

partners, including through: 

• the use of mobile technology 

• trialling new options in financial advice and different ways of accessing that 

advice, and 

• using deeper customer insight to develop more compelling offers in key 

market segments like corporate superannuation. 

 

While AMP’s business is already one of the most efficient in the Australian market, 

we believe there are still more opportunities to drive down our costs and deliver 

better value. 
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That will also be part of this ongoing focus to ensure we remain competitive in a 

world where customers are increasingly expecting more value and are inclined to pay 

less for it. 

 

To drive that deeper customer insight, we have recently appointed one of our senior 

executives, Paul Sainsbury, to a new role as our chief customer officer. 

 

Paul, who reports to me, and who has been leading both our integration and 

expansion into the self-managed fund sector, will represent the customer voice at the 

most senior management table at AMP, and work across the organisation, to develop 

and use these customer insights to deliver more products and services to help 

Australian families. 

 
SMSF 
AMP is now the market leader in the administration of self-managed super funds,    

with this new business growing very strongly, thanks to a combination of organic 

growth and targeted acquisitions. 

 

Building our presence in self-managed super is a key part of our plans for the future 

and we’ve moved quickly and aggressively to build this leading market position in 

under a year. 

 

To survive and prosper in the future, AMP must be where the market growth is      

and that means moving more quickly to build businesses that meet the needs of our 

customers today and tomorrow. 

 
Offshore expansion 
Market growth is not just in Australia. 

 

We are living on the edge of one of the fastest-growing regions of the world, one that 

is benefiting enormously from the shift of savings and investment from west to east. 
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We have a clear strategy to participate in that growth in Asia through our specialist 

investment management arm, AMP Capital, in a way that does not put significant 

shareholder capital at risk. 

 

As the Chairman outlined, capital is now a much more scarce and expensive 

resource. 

 

There are two key elements to our offshore strategy: 

• first, partnering with prominent local distributors in their home markets, as we 

have done with Japanese trust bank MUTB, to take our investment capabilities 

into new markets – largely replicating what we already do successfully in 

Australia, and 

• second, linking large savings pools, particularly in Australia and Asia,    with 

attractive investment opportunities here and abroad. 

 

We’re continuing to expand our international client base, while building out our 

alliance with MUTB, and we’ve attracted significant new investments from some of 

the world’s largest and most sophisticated institutional investors. 

 

This has helped us create a property development pipeline in Australia of almost $4 

billion, which will generate thousands of new jobs for Australians. 

 

The AMP Promise 
Underpinning these growth plans, and the work we’re doing to turn them into reality, 

is a core belief in the value of what we do. 

 

In a fast changing world, it is worth reminding ourselves of the things that don’t 

change. 

 

One of those is AMP’s core purpose. 
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We were established 164 years ago by three men who believed that financial security  

helps people live their lives in dignity. 

 

We still believe that today. 

 

Expressed in today’s language, that is the AMP Promise: to help people own 

tomorrow. 

 

We do that by helping people own their homes, protect themselves and their families 

from misfortune, and to save for a more comfortable retirement. 

 

At the heart of all the changes we’re making and the goals we are pursuing, is a 

driving need to deliver on the promises we make to all the people who depend and 

rely on us. 

 

That is who we are and that is what we are here to do. 

 
Conclusion 
Looking forward, we expect the business environment in Australia to remain 

challenging this year, although improving investor sentiment both domestically and 

internationally is welcome given AMP’s significant operational leverage to stronger 

investment markets. 

 

Regardless, we are intent on controlling the things we can control and reshaping 

AMP to succeed in a new world and by doing so, delivering value to you, our 

shareholders. 

 

Our focus is on driving better outcomes for our customers and clients, investing in the 

right opportunities for growth and continuing to drive efficiencies across the business,  

so that AMP is strongly positioned to meet the challenges of today and into the 

future. 
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[ends] 


