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Pension buy-ins and buy-outs hit
record £30bn to datein 2019 as
landmark deals complete

Charlie Finch

Total buy-in and buy-out volumes for 2019 have now exceeded £30bn following the
recent announcements of large transactions by telent and Allied Domecq both with
Rothesay Life. This sets a new record comfortably topping the £24.2bn of volumes
in 2018, which in itself was up nearly 50% on the previous year.

Other well-known companies entering into large transactions this year include
British American Tobacco and Marks & Spencer with the number of FTSE 100
longevity transactions standing at six so far this year. Our team is having its busiest
year ever, having completed a record £10bn of deals across over 20 transactions so
far in 2019 as large blue-chip companies increasingly seek specialist support to de-
risk their schemes.

Insurer pricing continues to hold up well which is particularly pleasing given the
level of activity. We are working on a number of transactions targeting completion
in 2020 as some insurers have “filled up” for 2019 but we expect further transactions
to close in the final quarter taking volumes to £35bn for the full year.


https://www.lcp.uk.com/our-experts/c/charlie-finch/

H1 2019: facts and figures

A record breaking £17.6bn of pension buy-ins and buy-outs were completed by UK pension

plans in the first six months of 2019.

Buy-in and buy-out volumes over time
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Total volumes of £34.0bn over the
12 months to 30 June 2019. This is
the busiest 12-month period ever
recorded, more than doubling the

£14.9bn in the previous 12 months
(to 30 June 2018).
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£4.7bn

Sull buy-in by telent
with Rothesay Life

@ £3.4bn o+

deferred and pensioner
buy-in by British American
Tobacco it/ PIC

O,

£3.8bn

deferred and

pensioner buy-in

by Allied Domecq
with Rothesay Life

M
£4.6bn

pensioner partial buy-
out by Rolls Royce
with Legal & General

Eight longevity
transactions over

£1bn

sofarin 2019

longevity swap
by HSBC

£14bn

of pensioner buy-ins by
Marks & Spencer 1with
Phoenix Life a1 PIC

£1.2bn

+ ' full buy-in by
Commerzbank
(Dresdner Kleinwort)
with PIC

£1.2bn

deferred and pensioner buy-in by
Phoenix Life 10it/1its own scheme



Buy-ins and buy-outs in the UK: insurer breakdown

Buy-in and buy-out volumes in 2018

® Aviva

® PIC

£2.6bn

@ Scottish Widows

® Canada Life

Buy-in and buy-out volumes in H1 2019

® Phoenix Life

® JUST

® Legal & General

Rothesay Life

Legal & General wrote the largest volume in H1

2019 at £6.3bn, retaining their leading position from
2018.So far in 2019 both PIC and Legal & General

have almost written as much as they did for the
entirety of 2018.
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Largest buy-ins and buy-outs to date in 2019

Company Size Insurer Type of Date LCP lead
(Em) transaction adviser

Co-Op Group 425 PIC Pensioner buy-in Jan-19

(Somerfield scheme)

Commerzbank 930 PIC Full buy-in Jan-19 v

(Dresdner Kleinwort)

Pearson 540 Legal & General  Pensioner buy-in Feb-19 v

Colfax (Howden Group) 230 Legal & General  Full buy-out Mar-19

Commerzbank 230 PIC Full buy-in Mar-19 v

(Dresdner Kleinwort)

Undisclosed 240 Legal & General  Full buy-out Mar-19

QinetiQ 690 Scottish Widows Pensioner buy-in Mar-19 4

Phoenix Life 1,100 Phoenix Life Deferred and Mar-19

pensioner buy-in

Marks & Spencer 460 Phoenix Life Pensioner buy-in Apr-19 v

Marks & Spencer 940 PIC Pensioner buy-in Apr-19 v

Undisclosed 675 Aviva Full buy-in May-19 v

British American 3,365 PIC Deferred and May-19 v

Tobacco pensioner buy-in

Undisclosed 200 Aviva Full buy-out May-19

Rolls-Royce 4,600 Legal & General  Partial buy-out Jun-19

Undisclosed 440 Rothesay Life Full buy-in Jun-19 v

Smiths Group 176 Canada Life Pensioner buy-in Jun-19

Undisclosed 160 Rothesay Life Full buy-in Jun-19

Undisclosed 10 Aviva Full buy-out Jun-19

H2 announced to date

Tate & Lyle 930 Legal & General  Full buy-in Jul-19 v

Cadbury 520 Rothesay Life Pensioner buy-in Aug-19

AA 250 Sep 19

telent 4,700 Rothesay Life Full buy-in Sep 19

Allied Domecq 3,800 Rothesay Life Deferred and Sep 19

pensioner buy-in




Key findings from our latest longevity report

We are seeing a relatively low number of deaths in England

and Wales in the first 9 months of 2019. LCP expect the 2019

version CMI’s projection model to produce slightly longer
life expectancies (compared with the current 2018 version)
when this data for 2019 is reflected in the model. This will
increase the value of pension scheme liabilities.

It is too early to conclude whether 2019 data implies
a jump start to the stalled improvements in life
expectancies over the last few years.

Liability values for a typical scheme could increase by
6-8% if major developments in cancer treatments mean
deaths due to cancer are eradicated over next 20 years.

The UK is not alone in its experience of heavier longevity
in recent years, with the Netherlands, Germany, France and
the USA all seeing significant slow down in life expectancy
improvements since 2011.

Chris Tavener
Partner

September 2019

The dominant subtype of flu, and flu vaccine effectiveness,
appears to be one of the most important factors in
determining the number of winter deaths.

The impact of climate change is uncertain but isn’t
expected to be significantly financially adverse for UK
pension schemes over the next 20-40 years.

Many schemes are exposed to higher longevity risk in their
pensioners than their non-pensioner members.

Read more in our latest longevity report

Charting mortality trends:

signposts for an uncertain journey

y - e
Iﬂgevity repi
August 2019

%
1%% Part of LCP’s ‘Chart your own course’ series



https://www.lcp.uk.com/pensions-benefits/publications/charting-mortality-trends-signposts-for-an-uncertain-journey/
https://www.lcp.uk.com/our-experts/c/charlie-finch/
https://www.lcp.uk.com/pensions-benefits/publications/charting-mortality-trends-signposts-for-an-uncertain-journey/

Case Study — Commerzbank £1.2bn full buy-in

How LCP helped the Dresdner Kleinwort Pension Plan, part of Commerzbank,
achieve a full buy-in, insuring £1.2bn of pension liabilities.

B Ourapproach — member choice programme combined with buy-in

The background X ’ . . .
x * LCP approached insurers for quotations to cover both the DB and DC Sections

e £1.2bn Dresdner Kleinwort Pension Plan with simultaneously. Price negotiations for both Sections in parallel ensured fair treatment

liabilities in two sections, one pure DB and a DC r". achieved for members in both Sections.

section with a DB underpin. + « A “member choice” exercise was conducted in parallel with the buy-in process offering
A paid for IFA advice to all members of the DC Section. Full value transfers were provided
to members including the value of the DB underpin being given up.

Bank and Trustee seeking to reach full buy-in.

Insurers unwilling to insure DB underpin in the
DC section in its current form ¢ LCP negotiated a bespoke price lock from PIC for each Section and a restructuring

of the assets into a portfolio which exactly matched the price lock for the DB section.
This included the sale of a number of less liquid credit, and similar holdings within a
segregated mandate.

Trustees and Bank keen to give members in the
DC Section fair choice on benefit structure to
maximise the value provided.

¢ The price lock for the DC Section was at an individual member by member level ensuring
price transparency for members who did not transfer out. This included an agreed process
for providing additional pension to each member where the DB underpin bit.

. . . . e The contract included robust terms for “residual risk” to protect against errors in the data
This transaction required a high level of P d

. R , or benefits.
creative thinking by our advisers, LCP,
in designing a structure combining the Outcome
member Chozceprogmmme WZth the ¢ Combining the two sections together created additional leverage on the terms that could
insurance transaction. It shows that, be achieved for the DC section. This led to a material increase in the value provided to

even for schemes with unusual features, DC members.

a carefully designed process working in
tandem with the insurance market can
CreategOOd resultsfbr allpartles ¢ The final payment process was unique in PIC confirming for each member the

David Curtis, Law Debenture, Chair of Trustees individual premium due, and for members where the underpin was covered the final
pension that could be purchased.

¢ The transaction was completed within expected timings and within agreed budgets.

¢ Over 1,000 members received advice and subsequently chose to transfer to an
alternative arrangement.
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Upcoming events In case you missed it Latest press releases
on our latest transactions

Make sure you're kept in the loop for our Read our latest
upcoming events and webinars by letting us T - Sept 2019
. o . +
know what topics you're interested in. + - Aug 2019
+ Read our latest + - May 2019
I I - April 2019
I - Feb 2019
I - Feb 2019
Investment fee survey Chart your own course Vista
The 2019 edition of Before starting on a Lcpa LCP Vista keeps
the LCP Investment journey, it is essential to you informed of our
Tl Ichart your .
Management Fees Survey Inpetor iy know where you want to M A latest investment
shows that fees have once go. This will help frame all oo thinking - Issue 9
again fallen in many of the decisions until you reach aims to highlight

some innovative
investment ideas, ...

' AT .

key asset classes used by
UK institutional investors.

your destination.

+



https://insight.lcp.uk.com/acton/attachment/20628/f-bd4d4c9e-5620-4df3-a67c-d3e29d471a51/1/-/-/-/-/Investment%20Management%20Fees%20Survey%202019.pdf
https://insight.lcp.uk.com/acton/attachment/20628/f-36f14006-e338-415c-b86d-48a7ce679089/1/-/-/-/-/Chart your own course report.pdf
https://insight.lcp.uk.com/acton/media/20628/preference-centre
https://www.lcp.uk.com/media-centre/2019/09/lcp-advises-on-c-930-m-buy-in-between-tate-lyle-pension-scheme-and-legal-general
https://www.lcp.uk.com/media-centre/2019/08/lcp-lead-adviser-on-34bn-british-american-tobacco-uk-pension-fund-buy-in/
https://www.lcp.uk.com/media-centre/2019/05/lcp-advises-the-marks-spencer-pension-scheme-on-two-buy-ins-totalling-14bn/
https://www.lcp.uk.com/media-centre/2019/04/lcp-advises-the-dresdner-kleinwort-pension-plan-on-a-12-billion-full-buy-in/
https://www.lcp.uk.com/media-centre/2019/02/lcp-advises-pearson-pension-plan-on-further-c-500m-pensioner-buy-in/
https://www.lcp.uk.com/media-centre/2019/02/the-yorkshire-building-society-pension-scheme-secures-a-245m-buy-in-with-pension-insurance-corporation/
https://www.lcp.uk.com/pensions-benefits/publications/lcp-pension-de-risking-2019/
https://www.lcp.uk.com/pensions-benefits/publications/accounting-for-pensions-2019/
https://www.lcp.uk.com/pensions-benefits/publications/lcp-vista-summer-2019/

PENSION
AND INVESTMENT

PROVIDER AWARDS
2011, 2012, 2013, 2015,
2016, 2017 & 2019

LC De-risking Adviser
Buy-ins, buy-outs and longevity swaps

UK PENSIONS
AWARD!

2015

WINNER WINNER



https://www.lcp.uk.com/our-experts/c/clive-wellsteed/
https://www.lcp.uk.com/our-experts/c/charlie-finch/
https://www.lcp.uk.com/our-experts/d/david-stewart/
https://www.lcp.uk.com/our-experts/m/myles-pink/
https://www.lcp.uk.com/our-experts/m/michelle-wright/
https://www.lcp.uk.com/our-experts/k/ken-hardman/
https://twitter.com/LCP_Actuaries
https://insight.lcp.uk.com/acton/attachment/20628/f-04a1/1/-/-/-/-/Our%20Credentials.pdf
https://www.linkedin.com/company/lane-clark-&-peacock-llp

