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Buy-outs and buy-ins - Summer 2015

Quarter 1 of 2015 was a relatively quiet period for the bulk annuity market following a record-breaking 2014.
However, there has been an increased level of activity since the quarter end and the second half of the year is
expected to see the arrival of some new entrants.

Buy-outs and buy-ins: market statistics
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Here are the latest business statistics for the UK bulk annuity market.
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In the first quarter of 2015, 22 transactions totalling £804m were completed by the UK bulk annuity insurers.
This was the lowest value of business completed in a quarter since Quarter 1 of 2012, although activity in the
second quarter has shown a marked increase.

Legal & General completed the greatest value of business in Q1, with 10 transactions worth a total of
£644m. This was followed by Just Retirement with five transactions worth a total of £93m.

A summary of the transactions completed by the insurers in Quarter 1 is as follows:

Insurers Number of cases Value of cases (£m)
Aviva 3 2

Canada Life 0 0

Just Retirement 5 93

Legal & General 10 644
Partnership 2 24

Pension Insurance Corporation 2 40
Prudential 0 0
Rothesay Life 0 0

Source: Insurers
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https://www.barnett-waddingham.co.uk/services/buy-outs-and-buy-ins/
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During quarter

2, Barnett
Waddingham
advised on a
"top-slicing’
pensioner buy-in
which highlighted
the significant
saving which

can be achieved
through medical
underwriting.
Further case study
details can be

found here.
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Provider news

Aviva’s shareholders have accepted their proposed all-share acquisition of Friends Life. This was agreed at the
Aviva General Meeting held on 26 March 2015 with over 99% of the votes cast in favour of the acquisition.

Some new entrants are anticipated to enter the market over the remainder of 2015, including Scottish
Widows who have been finalising their offering and are expected to join in the third quarter. This will help
support the level of competition, particularly towards the smaller end of the market.

Significant transactions

Rothesay Life have announced that they have reinsured £1.2bn worth of UK annuity policies currently insured
by Zurich UK Life. These policies are in respect of 28,000 policyholders. The two parties intend to transfer
these annuities to Rothesay Life in due course subject to court approval and regulatory consultation.

Following the end of quarter 1, Rothesay Life have also announced that they have completed a £675m bulk
annuity transaction with the Lehman Brothers Pension Scheme. The Scheme had been in an assessment
period with the Pension Protection Fund but, following a settlement agreement between the trustees and
Lehman Brothers’ administrators, full Scheme benefits can now be paid.

Prudential have also announced a £680m buy-in with the Northern Bank Pension Scheme.

Pricing
Pricing increased significantly at the turn of the year due to falling gilt, swap and corporate bond yields,

although this has come back to some extent. The relative pricing for schemes who are considering swapping
gilts for a pensioner buy-in remains potentially attractive.

The chart below illustrates the movement of insurer pricing for a typical pensioner membership profile. The
insurer pricing is shown compared to the corresponding value of the pensioner liability calculated using a
discount rate based on prevailing gilt yields.
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Source: Barnett Waddingham model using pricing information from a range of leading insurers. In practice, any actual pric-

ing will depend on the specific characteristics of the scheme.


https://www.barnett-waddingham.co.uk/comment-insight/blog/2015/05/13/medical-underwriting-just-what-de-risking-doctor-o/
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The introduction of Solvency Il from 1 January 2016 is a key issue for insurers, and its impact will vary for
each of the insurers depending on their specific investment strategy and business model. Therefore, this will
affect the relative pricing and appetite of the insurers to some extent over the shorter term.

Our dynamic online analytical tool, llluminate,

illuﬂmate

can be used to monitor movements in insurer
pricing and how this relates to your scheme’s

assets and liabilities. Feel free to contact us if

you would like some more information.

www.barnett- —~
waddingham.co.uk/
illuminate

Please contact your Barnett Waddingham consultant if you would like to discuss any of the above

topics in more detail. Alternatively contact Gavin Markham or Mark Paxton via the following:
24 bulkannuityteam@barnett-waddingham.co.uk €, 0207 776 2200
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Barnett Waddingham LLP is a body corporate with members to whom we refer as ‘partners’. A list of members can be inspected at the
registered office. Barnett Waddingham LLP (OC307678), BW SIPP LLP (OC322417), and Barnett Waddingham Actuaries and Consultants Limited
(06498431) are registered in England and Wales with their registered office at Cheapside House, 138 Cheapside, London EC2V 6BW. Barnett
Waddingham LLP is authorised and regulated by the Financial Conduct Authority and is licensed by the Institute and Faculty of Actuaries for
a range of investment business activities. BW SIPP LLP is authorised and regulated by the Financial Conduct Authority. Barnett Waddingham

Actuaries and Consultants Limited is licensed by the Institute and Faculty of Actuaries in respect of a range of investment business activities.

Page 3 of 3 July 2015 | 3575697


www.barnett-waddingham.co.uk/illuminate
www.barnett-waddingham.co.uk/illuminate
www.barnett-waddingham.co.uk/illuminate

