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This presentation may contain ‘forward-looking statements’ with respect to certain of the Group’s plans and its

current goals and expectations relating to its future financial condition, performance, results, strategic initiatives

and objectives. Generally, words such as “may”, “could”, “will”, “expect”, “intend”, “estimate”, “anticipate”, “aim”,

“outlook”, “believe”, “plan”, “seek”, “continue” or similar expressions identify forward-looking statements. These

forward-looking statements are not guarantees of future performance. By their nature, all forward-looking

statements involve risk and uncertainty because they relate to future events and circumstances which are

beyond the Group’s control, including amongst other things, UK domestic and global economic business

conditions, market-related risks such as fluctuations in interest rates and exchange rates, the policies and

actions of regulatory authorities (including changes related to capital and solvency requirements), the impact of

competition, inflation, deflation, the timing impact and other uncertainties of future acquisitions or combinations

within relevant industries, as well as the impact of tax and other legislation or regulations in the jurisdictions in

which the Group and its affiliates operate. As a result, the Group’s actual future financial condition, performance

and results may differ materially from the plans, goals and expectations set forth in the Group’s forward-looking

statements. Forward-looking statements in this presentation are current only as of the date on which such

statements are made. The Group undertakes no obligation to update any forward-looking statements, save in

respect of any requirement under applicable law or regulation. Nothing in this presentation should be construed

as a profit forecast.
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INTRODUCTION



H1 ‘ACTION PLAN’: INITIAL PROGRESS AHEAD OF OUR 
EXPECTATIONS. MEDIUM-TERM TARGETS UNCHANGED
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Strategic focus

• £591m proceeds from disposals announced to date (Baltics, Poland, Noraxis, China).

• Target remaining disposals by end of 2015.

Financial strength and confidence

• Rights issue and completed disposals contribute to 57% growth in tangible equity in H1 to £2.6bn;   

83% growth to £3.1bn pro-forma for announced deals pending completion.

• S&P rating upgrade to A ‘stable’.

• Balance sheet ‘clean-up’ and transparency measures continuing.

Improving performance

• 3 year ‘plan’ started well.  Portfolio actions and cost saves the focal point.

• Management re-shaping on track.  

• More ambitious plans being tested for feasibility.



SUMMARY OF FINANCIAL PERFORMANCE
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• Income broadly as planned - £3.9bn NWP (9%1 below H1 2013, underlying 3%1 down):

- Scandinavia, Canada and EM NWP, together up 2%1;

- UK&WE NWP down 18%1 (9%1 underlying) as portfolio restructuring implemented.

• Underwriting result (£2m profit) weak for identifiable reasons:

- Current year profit £87m excluding Ireland (up 9%).  Underlying current year loss ratio excluding Ireland 

improved by 1.2pts year-on-year to 58.5%;

- Prior year loss £(21)m excluding Ireland (H1 2013: £56m profit, ex Ireland and ex margin release).  

Reserving clean-up continues.  2014 expected to be unusual year in this regard;

- Ireland underwriting loss of £64m.  Our goal is to return to profitability in 2015.

• Other P&L items:

- £142m net gains includes just £17m business disposal gains (further £309m disposal gains announced, 

not yet booked);

- £117m reorganisation costs, includes £66m goodwill/intangibles write-off.

• Balance sheet strengthening on track:

- TNAV:NWP ratio now at 33% versus 19% at 31 December 2013;

- Reserve margin maintained at 5%;

- IGD surplus of £1.3bn (1.9 times covered); ECA surplus of £1.1bn (1.4 times covered).

1 At constant FX



STRATEGY & ACTION PLAN UPDATE



ACTION PLAN – TARGET TIMELINE
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2014 2015 2016

Strategic focus

Capital & balance sheet strengthening

Operational improvement

2017

• Core / review 

portfolio

• First wave of 

disposals

• Complete disposal 

programme

• Proceeds from rights 

issue, disposals & earnings

• Balance sheet ‘clean up’

• Sub-debt opportunity

• Further disposals & 

earnings

• Target FY 2014 for 

restart dividends

• Preparation for 

Solvency II

Solvency 

II

• 3 year plan

• Management team

• Implementation starts:

- Cost base

- Portfolio actions

• Assess scope to go 

further

• Implementation:

- Systems investment

- Cost base

- Portfolio actions

• Benefits building

• Implementation:

- Systems investment

- Cost base

• Benefits building

Cleaner 

‘full run 

rate’



STRATEGIC FOCUS: PROGRESS ON DISPOSALS
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Baltics & Poland Noraxis China

Summary
Sale of operations in Lithuania, 

Latvia, Estonia and Poland

Sale of majority shareholding of 

Canadian brokerage network
Sale of operations in China

Announced date 17th April 2014 19th May 2014 3rd July 2014

Purchaser PZU Arthur J Gallagher Swiss Re

Proceeds c.£300m cash c.£220m cash c.£71m cash

Gain on sale c.£160m c.£148m c.£26m

Tangible equity 

benefit
c.£200m c.£225m c.£26m

IGD / ECA surplus

benefit
c.£0.2bn / c.£0.1bn c.£0.2bn / c.£0.1bn Small benefit

2013 net 

attributable profits
£17m (ex goodwill write-down) £6m £1m

Status
Latvia completed 30th June. 

Remainder expected H2 2014
Completed 2nd July

Completion expected H2 2014 / 

early 2015



STRATEGIC FOCUS: COUNTRY REVIEW
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18%

4%

9%

8%

27%

34%

Split between core and ‘review’ 
portfolios

Canada Ireland

Review portfolio Latin America

Scandinavia UK

Announced disposals:

• Latvia (completed)

• Lithuania

• Estonia

• Poland

• China

Remaining portfolio under review1:

• Asia (ex China)

• Middle East

• Europe (ex UK/Ireland)

2013 NWP: £255m

2013 UW profit: £13m

2013 Profit after tax: £18m 

(ex goodwill write-down)

2013 NWP: £670m2

2013 UW loss: £(28)m2

H1 2014 

NWP: 

£3.9bn

Disposal of Noraxis (Canadian brokerage 

business) completed.  Accounted for 2013 

net attributable profit of £6m.

1 not all will necessarily be sold
2 (Note: above excludes India/Thailand.  India 2013 NWP at 100% level £141m; associate result in RSA Group accounts £(1)m.  Thailand 2013 NWP at 

100% level £176m; associate result in RSA Group accounts £(1)m)



CAPITAL STRENGTH: QUALITY OF BALANCE SHEET
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FY 2013 H1 2014 Outlook

Goodwill
Argentina and Poland 

impairment

Impairment of Ireland

goodwill/intangibles
Likely stable

Software intangibles
Impairments mainly 

relating to UK
Small impairments

Further review in light of 

cost/strategy outcomes

Reserve margin
Increased margin to 5.0% 

of actuarial best estimate
No change

Disclose movements 

semi-annually

Reserve increases UK Liability and Ireland
Further increases in UK, 

Scandinavia and Ireland

Expect positive prior year 

development in future

Discount rate

Reduced discount rate on 

UK long tail liabilities from 

5% to 4%

No change
Keep UK and Scandinavia 

under review

Tax assets Non-recognition in UK
Non-recognition in UK and 

Ireland

Keep UK and Ireland 

under review

Pensions
Deficit £125m (IAS19 

basis). Real return 1.4%

Surplus £50m (IAS19 

basis).  Real return 1.3%

Keep under review.  

March 2015 next actuarial 

valuation



CAPITAL STRENGTH: TNAV:NWP RATIO
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19.2%

33.3%

38.8%
2.0%

9.5%

2.6%

5.5%

1 Jan 2014 Premium
reductions
in H1 2014

Rights Issue Other H1
TNAV

generation

30 June 2014 Announced
disposals to
close in H2

'Pro forma' at
30 June 2014

Target range 35-45%
Outlook:

Further disposals

Future retained 

earnings

‘Clean up’ / 

restructuring 

charges

Note: 30 June 2014 TNAV:NWP ratio calculated using two times H1 2014 NWP



CAPITAL STRENGTH: HOW WE ASSESS CAPITAL
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Measure Direction H1 progress

Capital backing 

the business
TNAV: Premiums

35-45% preliminary target 

taking account of peer group

33% (39% pro forma for 

disposals)

Regulatory 

capital

IGD surplus Median or better vs peer group
1.9 times covered (2.2 times,

pro forma for disposals)

ICA surplus
In line with PRA expectations or 

better
Now above PRA target

Solvency II To be determined n/a

Rating agency 

capital
Credit Rating Target A range rating

S&P – A ‘stable’

Moodys – A2 ‘negative’

Economic 

capital
ECA surplus

Target adequate surplus above 

floor of 1.15 times

1.4 times covered (1.5 times, 

pro forma for disposals)

Debt leverage Debt : Debt + TNAV1 Aim to reduce to within peer 

group range

Reduction from 41% to 28% 

pro-forma for announced 

disposals.  Decision on 2014 

debt call to be made in H2

Capital balanced scorecard

1 Plus preference share capital (£125m) and non-controlling interests (£114m)



CAPITAL STRENGTH: HOW WE ASSESS CAPITAL
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Capital assessment steps

1
Consider balanced scorecard outlook (absolute 

& relative to peers)

2
Consider possible changes of 

rules/regulations/interpretation

3
Assess margin in excess of scorecard measures 

in light of stress test sensitivities and 

probabilities

4
If sustainable excess capital relative to stresses, 

consider merits of organic uses and inorganic 

‘bolt ons’ versus shareholder return options

Sample stresses

Foreign exchange

Interest rates/spreads

Equity market movements

Catastrophe events

Reserve deficiency

Missed operational plan

Pension changes



BUSINESS PERFORMANCE: PORTFOLIO ACTIONS DRIVING 
IMPROVEMENTS IN UNDERLYING LOSS RATIOS
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UK Personal Household

UK Personal Motor

UK Pet

UK Commercial Motor

UK Commercial Property

UK Commercial Liability

UK Marine

Scandi Household

Scandi Motor

Scandi Personal Other

Scandi Commercial Motor

Scandi Commercial Property

Scandi Commercial Liability

Scandi Marine

Canada Household

Canada Personal Motor

Canada Commercial Property

Canada Liability Canada Marine
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BUSINESS PERFORMANCE: PORTFOLIO ACTIONS

16

UK Personal Motor

• Exit of around 35% of broker motor relationships announced (c.800 brokers exited).

• Exit of eChoice.

• Improved pricing discipline; lower volumes.

• Invest in data capabilities, expand telematics.

UK Commercial

• Professional Indemnity strategy revised to focus on profitable industries.

• Implemented strong rating action in Liability.

• Management portfolio actions driving improving Motor performance.

Scandinavia

• Exit Danish Agriculture portfolio.

• Renegotiation of collective agreement with Danish field sales agents.

• Reduction in blue water to 30% of Scandinavian hull marine portfolio.

• Significant reduction in municipality exposure in Sweden.



BUSINESS PERFORMANCE: PORTFOLIO ACTIONS
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Canada

• Exit from Canadian farm portfolio.

• Rating action on 300 bottom-decile commercial property policies and 200 commercial 

liability accounts.

• Cancellation of agency agreements with underperforming brokers.

Brazil

• Exit Risk Managed Property, Construction & Engineering, and Liability.

• Retain focus on two mature segments: Marine and Commercial Motor, and two 

emerging segments: Affinity and SME.

• Exits represent around 18% of total 2013 NWP of £134m.

Colombia

• Exit Personal and Commercial Motor, small broker relationships and certain marginally 

profitable affinity schemes.

• Accelerate profitable growth of non-motor commercial lines and profitable affinity 

schemes.

• Exits represent around 50% of total 2013 NWP of £100m.



BUSINESS PERFORMANCE: UNDERWRITING
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BUSINESS PERFORMANCE: PEOPLE
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Stephen Hester

Group Chief Executive

Richard Houghton

Group Chief 

Financial Officer

Paul Whittaker

Group Chief 

Operating Officer

Rowan Saunders

CEO Canada

Patrick Bergander

CEO Scandinavia

Steve Lewis

CEO UK & WE

Group Functional 

Heads

Start date: January 2015Started in role: June 2014

Started: June 2012

Started in role: Sept 2003

Started in role: May 2014

Started: 

February 2014



BUSINESS PERFORMANCE: EXPENSE BASE
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63%

23%

3%

1%
9%

1%

BY P&L LOCATION 

Underwriting expenses

Claims expenses

Central costs

Investment expenses

Income offsets against costs

Other

Total own expense base in 2013 of £2.2bn

23%

17%

32%

5%

10%

10%
3%

BY REGION

Scandinavia

Canada

UK

Ireland

Emerging Markets (ex 'review' businesses)

'Review' businesses

Head office

62%

7%

7%

17%

7%

BY COST TYPE

Staff

Premises

Marketing

IT

Other

£2.2bn £2.2bn £2.2bn



BUSINESS PERFORMANCE: INDICATIVE DEVELOPMENT 

OF EXPENSE BASE
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2013 own
expense base

Foreign
exchange

Inflation Disposals Cost
reductions

2016 indicative
cost base

£2.2bn

In excess of £180m 

gross cost reductions 

by end of 2016



BUSINESS PERFORMANCE: TARGET COST REDUCTIONS
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• Underlying our return on tangible equity target of 

12-15% is in excess of £180m of assumed gross 

cost reductions on a 2016 run-rate basis.

• Associated restructuring charges of 1.5 to 1.75 

times the targeted cost reductions to be phased 

over 2014-16.

• Work ongoing to assess the potential for further 

reductions.

1 Cost reduction range as a percentage of each region’s 2013 controllable 

expense base less foreign exchange and disposals impact.

2 Includes Emerging Markets head office costs.

Region
Underlying cost 

reduction range1

Scandinavia 2% - 3%

Canada 2% - 3%

UK 18% - 19%

Ireland 11% - 13%

Emerging Markets (ex 

review businesses) 2

12% - 14%

Head office 13% - 15%



BUSINESS PERFORMANCE: COST REDUCTION 

ACTIONS TAKEN SO FAR
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Region 2014 action to date

UK & Ireland

• UK expenses 8% lower than H1 2013

• Reduction in headcount of c.200 (2%), with further pipeline to follow in H2

• Restructure and outsource of Human Resources function announced

• £20m of claims improvements delivered year to date

• UK Management Group headcount down 6% YTD

Scandinavia • c.170 headcount reduction (c.5%) announced 2014 YTD

Canada • c.160 headcount reduction (c.4%) 2014 YTD

Emerging Markets

• EM Head office headcount down 23% (20 heads)

• 150 headcount reduction planned in Colombia

• 50 headcount reduction planned in Brazil

Group Centre
• £5m per annum saving (across GCC and UK) on London property 

consolidation into 20 Fenchurch Street



SUMMARY
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Our plan is on-track, in fact erring to the positive on some dimensions….

• Focused: Disposals ahead of schedule and price expectations

• Stronger: Capital build and credit worthiness off the table, if we follow through.  Using 

some gains to fund balance sheet clean-up

• Better: Early days but plan is on-track in cost saves and portfolio actions.  Team is coming 

together.  Need to get past prior year issues and build momentum



OUTLOOK
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• Markets remain competitive, and softer than our expectations overall

• Things will go wrong as well as right, but overall at this stage our targets remain valid

- Medium term return on tangible equity 12-15%

- Tangible equity 35-45% of NWP

- Dividend payout ratio 40-50% over the medium term

• If ambition can be raised we will do it as confidence builds in execution

• Targeting dividend resumption with 2014 full year results



2014 INTERIM RESULTS



FIRST HALF RESULTS SHOW OUR RESTUCTURING 

ACTIONS BEING IMPLEMENTED STRONGLY
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£m (unless otherwise stated) H1 2014 H1 2013

Net written premiums 3,930 4,652

Underwriting result 2 188

COR (%) 100.8 94.2

Investment result 166 192

Insurance result 168 380

Operating result 141 343

Profit before tax 69 250

Profit after tax 6 190

Return on tangible equity (%) (0.1) 16.9

30 June 2014 31 Dec 2013

TNAV per share (p) 259 202

Tangible net asset value 2,620 1,665

Portfolio actions

Includes £56m 

margin release

Current year 

profit of £87m

ex Ireland; 

other reserve 

additions; 

margin 

unchanged Average book 

yield down 

c.40bps H1 

2014 v H1 2013

No additional 

DTA build

Includes £747m 

rights issue and 

£17m from 

announced 

disposals

£142m gains 

offset by 

£133m one-off 

costs including 

goodwill and 

intangible write 

downs and 

restructuring 

costs



PREMIUM REDUCTION DRIVEN BY MANAGEMENT 

ACTION AND ‘SOFTISH’ MARKETS
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4,652 

4,324 

3,930 

(328)

(67)

(194)

(232)
99 

H1 2013 Foreign
exchange

H1 2013
(CFX)

Group Adverse
Development

Cover

Motability
changes

Volume Rate H1 2014

Net written premiums (£m) H1 2014 v H1 2013

UK&WE £(184)m

Scandinavia £(16)m

Canada £(33)m

Other £1m

UK&WE £37m

Scandinavia £32m

Canada £17m

Other £13m

Underlying reduction 

of £133m (3%)



UNDERLYING PREMIUMS DOWN 3% AT CONSTANT 

EXCHANGE
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Rate Volume Change at 

constant 

FX

FX Change at 

reported 

FX

Scandinavia 3% (1)% 2% (7)% (5)%

Canada 2% (4)% (2)% (14)% (16)%

UK (excl. Motability) 2% (10)% (8)% - (8)%

Ireland 5% (21)% (16)% (2)% (18)%

Italy (1)% (9)% (10)% (3)% (13)%

Emerging Markets 2% 5% 7% (19)% (12)%

Group underlying1 2% (5)% (3)% (7)% (10)%

Adjust for Motability (4)%

Adjust for Group ADC (2)%

Group total (9)% (7)% (16)%

Remediation work in Ireland includes 

strong rate increases in Motor and Liability

Driven by action in 

Personal Motor as 

we price for profit

1 Excludes Motability and the Group ADC



£m H1 2014 H1 2013

Current year 52 94

Prior year (50) 94

Underwriting result 2 188

Investment income 223 256

Investment expenses (15) (14)

Discount unwind (42) (50)

Investment result 166 192

Insurance result 168 380

Central expenses (27) (37)

Operating result 141 343

OPERATING RESULT OF £141M
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Includes £35m loss 

from Ireland

Includes £29m loss 

from Ireland; UK and 

Scandinavia reserve 

additions

Includes £56m of 

margin release

Cessation of start-up 

cost accounting

Average book yield 

down from 3.6% to 

3.2% year-on-year



HEADLINE UNDERWRITING PROFIT OF £2M INCLUDES 

CHARGES FOR IRELAND AND RESERVE ADDITIONS
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Underwriting profit COR

H1 2014 

(£m)

H1 2013 

(£m)

H1 2014 

(%)

H1 2013 

(%)

Total CY PY Total CY PY

Scandinavia 105 112 (7) 98 56 42 86.7 87.7

Canada 12 (4) 16 15 4 11 98.6 98.7

UK (24) 15 (39) 45 21 24 104.5 94.7

Italy 2 (10) 12 (5) (9) 4 97.9 105.2

Emerging 

Markets
(23) (26) 3 12 2 10 105.9 97.8

Group Re (6) - (6) 13 6 7 - -

Sub Total 66 87 (21) 178 80 98 99.0 94.1

Ireland (64) (35) (29) 10 14 (4) 138.5 94.8

Group Total 2 52 (50) 188 94 94 100.8 94.2

Includes £42m of margin 

release (ex Ireland) mainly in 

Scandinavia and Canada



CURRENT YEAR UNDERLYING LOSS RATIO IMPROVING
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59.8%

63.7%

65.9%

59.5%

60.0%
65.9%

69.8%

(2.3)%

(1.0)%

7.2%

2.2%

0.5%

5.9%

3.9%

0.0%

H1 2013 H1 2014

58.5% 

excl. Ireland
59.7% 

excl. Ireland

1.2pt 

improvement

H1 2013 H1 2014

Five year averages: Weather c.3%; Large losses c.7%



PRIOR YEAR RESULT IMPACTED BY IRELAND AND 

UK RESERVE ADDITIONS
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IRELAND
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£m H1 2014

Net Written Premiums 161

Current year underwriting result (35)

Prior year underwriting result (29)

Total underwriting result (64)

Investment result 14

Insurance result (50)

Central expenses -

Operating result (50)

Other non operating costs (2)

Reorganisation costs (72)

Loss before tax (124)

Maintaining strong market 

position despite recent issues

Comprises:

£15m planned loss

£13m CY adverse experience

£7m adverse weather

Comprises:

£12m PY reserve additions

£10m margin build

£7m provisioning for reinsurance 

retentions

Comprises:

£45m goodwill write off

£12m software/customer list write 

off

£15m other, mainly in respect of 

redundancy charges

No build in deferred tax asset 

despite losses



SCANDINAVIA - H1 2014 UNDERWRITING RESULT
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UWR

£105m

COR: 86.7%
(H1 13: 87.7%)

86.1%

(H1 13: 93.0%)

0.6%

(H1 13: (5.3)%)
CY

£112m

PY

£(7)m

Claims

£(614)m
Commission 

£(38)m

Expenses

£(142)m

Weather

£(2)m

Large

£(25)m

Underlying

£(587)m

Underlying

£8m

Margin 

build

£(15)m

69.1%

(H1 13: 77.2%)
3.6%

(H1 13: 3.0%)
13.4%

(H1 13: 12.8%)

0.2%

(H1 13: 0.0%)

(5yr Ave: 1.6%)

2.8%

(H1 13: 9.5%)

(5yr Ave: 5.6%)

66.1%

(H1 13: 67.7%)

(1.0)%

(H1 13: (1.8)%)

1.6%

(H1 13: (3.5)%)

Large losses materially 

better than 2014

Underlying loss ratio 

improvements

Opportunity 

to improve 

expense ratios

£15m margin 

build H1 2014 v 

£33m margin 

release H1 

2013

Includes £19m 

Swedish annuity 

reserve addition



CANADA - H1 2014 UNDERWRITING RESULT
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UWR

£12m

COR: 98.6%
(H1 13: 98.7%)

100.7%

(H1 13: 99.9%)

(2.1)%

(H1 13: (1.2)%)
CY

£(4)m

PY

£16m

Claims

£(561)m
Commission 

£(102)m

Expenses

£(98)m

Weather

£(47)m

Large

£(33)m

Underlying

£(481)m

Underlying

£(3)m

Margin 

Release

£19m

73.3%

(H1 13: 72.6%)
14.0%

(H1 13: 14.5%)
13.4%

(H1 13: 12.8%)

6.1%

(H1 13: 6.0%)

(5yr Ave: 4.3%)

4.4%

(H1 13: 2.7%)

(5yr Ave: 3.0%)

62.8%

(H1 13: 63.9%)

0.4%

(H1 13: 0.4%)
(2.5)%

(H1 13: (1.6)%)

Weather 

above long 

term trend

Large losses above 

long term averages and 

H1 2013

Underlying loss ratio 

improvements

Will increase 

following 

Noraxis sale



UK PERSONAL - H1 2014 UNDERWRITING RESULT
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UWR

£16m
COR: 98.0%

(H1 13: 93.0%)

98.4%

(H1 13: 95.5%)

(0.4)%

(H1 13: (2.5)%)
CY

£12m

PY

£4m

Claims

£(387)m
Commission 

£(136)m

Expenses

£(90)m

Weather

£(52)m
Large

£(18)m

Underlying

£(317)m

60.5%

(H1 13: 58.0%)
22.8%

(H1 13: 22.1%)

15.1%

(H1 13: 15.4%)

8.1%

(H1 13: 3.0%)

(5yr Ave: 5.7%)

2.9%

(H1 13: 3.4%)

(5yr Ave: 4.1%)

49.5%

(H1 13: 51.6%)

Q1 weather impacts 

Household Underlying loss ratio 

improvements

Underlying

£(6)m

Margin 

Release

£10m

1.2%

(H1 13: (2.4)%)

(1.6)%

(H1 13: (0.1)%)

£10m margin release in 

H1 2014 v £1m release 

in H1 2013



UK COMMERCIAL - H1 2014 UNDERWRITING RESULT
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UWR

£(40)m

COR: 109.7%
(H1 13: 96.6%)

106.5%

(H1 13: 101.0%)

3.2%

(H1 13: (4.4)%)

CY

£3m

PY

£(43)m

Claims

£(569)m
Commission 

£(159)m

Expenses

£(107)m

Weather

£(34)m
Large1

£(105)m

Underlying

£(430)m

70.8%

(H1 13: 73.1%)
21.3%

(H1 13: 15.2%)

14.4%

(H1 13: 12.7%)

4.2%

(H1 13: 1.1%)

(5yr Ave: 1.5%)

13.0%

(H1 13: 16.7%)

(5yr Ave: 17.0%)

53.6%

(H1 13: 55.3%)

Adverse weather broadly 

offset by benign large losses
Underlying loss 

ratio improvements

Commission and 

expense ratios 

affected by changes 

to Motability contract

Underlying

£(43)m

Margin 

Release

nil

3.2%

(H1 13: (4.4)%)

0.0%

(H1 13: 0.0%)

Significant adverse 

underlying PYD from 

Liability reserve additions  

and Marine PY premium 

adjustments

1 Excludes professional indemnity large losses 

which are shown in ‘underlying’.



INVESTMENT INCOME IN LINE WITH EXPECTATIONS: 

YIELDS STILL UNDER PRESSURE
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Bond portfolio reinvestment rate

177

14

16

16

Investment income (£m)

Bonds Equities Cash Other

H1 2014: 

£223M



PROFIT BEFORE TAX OF £69M WITH GAINS BROADLY 

OFFSETTING ONE-OFF COSTS
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£m H1 2014 H1 2013

Operating result 141 343

Gains 142 18

Interest (58) (59)

Recurring non-operating costs (23) (29)

One-off non-operating costs (133) (23)

Profit before tax 69 250

Tax (63) (60)

Profit after tax 6 190

Includes:

• £66m goodwill/intangible write 

downs (£57m in Ireland, 

balance in UK and 

Scandinavia);

• £38m redundancy costs.

Comprises:

• £61m equity disposal gains;

• £29m Swedish property sale;

• £28m disposal gains (£17m of 

which for Latvia).



TANGIBLE EQUITY BASE GROWING
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TNAV at 1 January 2014 1,665

Rights issue proceeds 747

Completed disposals 17

Impact of foreign exchange (70)

Pension fund movement (IAS 19) 175

Other H1 TNAV generation 86

TNAV at 30 June 2014 2,620

Announced disposals 434

‘Pro forma’ TNAV at 30 June 2014 3,054

Completion of Latvia on 30 June

Strengthening of Sterling against 

our main currencies during H1

Includes impact of profits 

generated and fair value 

gains/losses

Noraxis (completed 2 July), 

Lithuania, Estonia, Poland

£m



GOOD PROGRESS ON IGD AND ECONOMIC CAPITAL 

MEASURES
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1.3 (1.5 times 
covered)

1.1 (1.4 times 
covered)

0.7

0.2

(0.2)

0.7

(0.1)

(0.1)

0.1

'Pro forma' 30 June 2014

Announced disposals

30 June 2014

Assumption changes

Rights Issue

Pension movt.

Market movt.

Capital generated

1 Jan 2014

ECA surplus

(1.3 times covered)

1.7 (2.2 times 
covered)

1.3 (1.9 times 
covered)

0.2

0.4

0.3

0.7

0.1

'Pro forma' 30 June 2014

Announced disposals

30 June 2014

Reverse debt restriction

Rights Issue

Capital generated

1 Jan 2014

IGD surplus

(1.1 times covered)



2014 OUTLOOK
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• Guidance of up to a 10% reduction in premiums during 2014 is unchanged. However, 

given the strengthening of Sterling during the first half, the reduction on a reported 

exchange rate basis is likely to be greater.

• Given a fuller period effect of the announced disposals, written premiums are likely to fall 

further, but more modestly, in 2015.

• Expect underwriting profits to improve in the second half of 2014 driven by further 

improvements in the current year underlying loss ratio together with the benefit of the cost 

saving actions we have taken during the first half.  

• We expect there to be a positive prior year result in normal years. 

• There will be gains from the announced disposals as some of these complete during the 

second half.

• It is likely that there will be further charges as we complete our restructuring work.



Q&A



OUTLOOK
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• Markets remain competitive, and softer than our expectations overall

• Things will go wrong as well as right, but overall at this stage our targets remain valid

- Medium term return on tangible equity 12-15%

- Tangible equity 35-45% of NWP

- Dividend payout ratio 40-50% over the medium term

• If ambition can be raised we will do it as confidence builds in execution

• Targeting dividend resumption with 2014 full year results


