
26 March 2014 

PHOENIX GROUP DELIVERS TARGET BEATING PERFORMANCE FOR THE YEAR ENDED 31 DECEMBER 2013 AND 

ANNOUNCES THE DIVESTMENT OF IGNIS ASSET MANAGEMENT 

Phoenix Group, the UK’s largest specialist closed life fund consolidator, today announces a very strong set of full year results, with target 

beating annual cash generation of £817 million, an 11 percentage point reduction in gearing and achievement of its incremental embedded 

value target a year early. Phoenix also announces new cash generation and incremental embedded value targets and the divestment of Ignis 

Asset Management 

 

2013 Financial Highlights 

Targets and dividends 

 Operating companies’ cash generation of £817 million (2012: £690 million), above the top end of the £650 – £750 million target range 

 Delivered incremental MCEV of £170 million leading to cumulative incremental MCEV of £502 million since January 2011, significantly 

exceeding incremental MCEV target of £400 million between 2011 – 2014 a year early 

 Gearing reduced by 11 percentage points from 55% at 31 December 2012 to 44% at 31 December 2013  

 2013 final dividend of 26.7p per share, in line with 2012 final dividend 

IFRS 

 Strong Group IFRS operating profit of £439 million (2012: £429 million), including: 

 £414 million of Phoenix Life operating profit (2012: £399 million) 

 £49 million of Ignis operating profit (2012: £43 million) 

Capital and balance sheet 

 Market Consistent Embedded Value (‘MCEV’) increased to £2,378 million (2012 pro forma: £2,333 million) 

 £995 million of cash at holding companies at 31 December 2013 (2012: £1,066 million) 

 Group assets under management stable at £68.6 billion (2012: £68.6 billion) 

 IGD surplus of £1.2 billion (2012 pro forma: £1.2 billion) 

 PLHL ICA surplus increased to £1.2 billion (2012 pro forma: £0.8 billion) 

 Phoenix Life free surplus of £529 million (2012: £514 million) 

 

Operational Highlights 

 Successful capital raising and debt re-terming of £250 million announced in January 2013, reducing debt by £450m and extending 

repayment terms to 2019 

 Prepaid additional £100 million of Impala facility in December 2013 

 Gained Court approval for the previously announced legal transfer of £5 billion of annuity liabilities and assets to Guardian Assurance 

Limited (‘Guardian’), increasing IGD headroom by £0.2 billion  

 Increased the distributable estate by £565 million, with around 115,000 policyholders benefiting from £157 million of estate distributed 

during 2013 

 Worked closely with our outsource partners to prevent £12.4 million of potential transfers to pensions liberation fraud schemes 

 Completed migration of 3.2 million in-force policies administered by Diligenta onto the new administration platform, making policy 

administration more efficient 

 Secured £1.9 billion of net new third party inflows (in addition to Guardian assets) at Ignis, including £1.4 billion of net flows into the 

Absolute Return Government Bond Fund 

 Continued investment outperformance at Ignis with 85% of assets outperforming against benchmark or peer group 

 Sold BA (GI) Limited, which holds the Group’s remaining general insurance business to National Indemnity Company, a subsidiary of 

Berkshire Hathaway, in March 2014, expected to have a marginally positive impact on MCEV in 2014 

 

  

 



Divestment of Ignis Asset Management 

 Phoenix Group Holdings today announces the divestment of Ignis Asset Management to Standard Life Investments for £390 million in 

cash payable on completion. Phoenix will also receive the benefit of Ignis’ earnings in the period to completion 

 Phoenix has also agreed a long term strategic asset management alliance with Standard Life Investments, a leading global asset 

manager with strength and heritage in managing insurance assets which is well placed to provide solutions for Phoenix’s policyholders 

 In addition, Phoenix has agreed with Standard Life Investments a mechanism to share value resulting from any further Phoenix assets 

becoming managed by Standard Life Investments 

 The transaction will accelerate the achievement of the Group’s planned reduction in gearing levels and assist in its plans to diversify its 

financing structure to exploit future growth opportunities 

 The expected cash proceeds received on completion, net of transaction and other related costs, but including the benefit of Ignis’ 

earnings in the period to completion, will be used to repay an estimated £250 million of the Group’s Impala debt facility, reducing the 

Group’s gearing ratio from 44% to 39% (pro forma as at 31 December 2013). Phoenix would therefore meet its 2016 gearing target two 

years earlier than originally anticipated. The remaining proceeds of the Divestment would be used by the Group for general corporate 

purposes 

 The Group’s MCEV will increase by £237 million to £2,615 million (pro forma as at 31 December 2013) 

 There will be a broadly neutral impact on the estimated IGD surplus, which was £1.2 billion as at 31 December 2013 

 Estimated PLHL ICA surplus will decrease by £0.1 billion due to the debt prepayment, resulting in a pro forma PLHL ICA surplus of £1.1 

billion as at 31 December 2013 

 The transaction is conditional on regulatory approval with completion anticipated by the end of the second quarter of 2014 

 Policyholders are set to benefit from the stability and stewardship of Standard Life Investments – a leading asset manager that manages 

assets for a wide range of institutional clients in the UK and has investment capabilities across a range of asset classes as well as a 

strong heritage in insurance asset management 

 The Board believes the Group is well positioned to participate in future consolidation of UK closed life funds and generate further value for 

shareholders 

 A separate RNS has been released today setting out the details of the proposed transaction 

 

New Financial Targets  

 2014 operating companies’ cash generation target range of £500 – 550 million, in addition to proceeds of the Divestment  

 Long term cash generation target for 2014 – 2019 of £2.8 billion, including proceeds of the Divestment 

 Cumulative incremental MCEV target of £300 million between 2014 – 2016, in addition to the impact of the Divestment 

 Reiterate long term gearing target of 40% by the end of 2016 

Commenting on the results, Group CEO, Clive Bannister said: 

“I am delighted to announce a set of very strong results for 2013 – a year in which we have successfully met or exceeded all our performance 

targets. We have delivered £817 million of cash generation in 2013, exceeding our 2013 target, and have generated £502 million of 

incremental embedded value in 3 years, beating our £400 million target a year early. We have also significantly strengthened our balance 

sheet with an 11 percentage point reduction in gearing to 44% at the end of 2013.   

Today we have set stretching new targets for 2014 and beyond. I am confident that we will continue to deliver value for all our stakeholders 

through the efficient management of our existing business and our renewed focus on growth.” 

 

Commenting on the divestment of Ignis Asset Management, Clive Bannister commented: 

““This is a transaction which provides Phoenix with significant strategic and financial benefits.  The divestment of Ignis is compelling across all 

our key metrics, increasing our embedded value by £237 million, increasing our financial flexibility through the £250 million prepayment of debt 

and enabling us to reduce our gearing to 39% - achieving our 40% target two years earlier than the timescale we had set ourselves. Following 

this transaction, Phoenix will be solely focused on the management of closed life funds. We believe that we will be well placed to benefit from 

future acquisitions through the consolidation of closed life funds and our long term strategic alliance with Standard Life Investments.” 

 

Presentation 

There will be a presentation for analysts and investors today at 9.30am (GMT) at: 

Deutsche Bank, Winchester House, 1 Great Winchester Street, London EC2N 2DB 

A link to a live webcast of the presentation, with the facility to raise questions, and a copy of the presentation will be available at 

www.thephoenixgroup.com. 

A replay of the presentation will also be available through the website. 

http://www.thephoenixgroup.com/


Participants may also dial in as follows: 

UK   020 3059 8125 

International  +44 20 3059 8125 

Participant password:  ‘Phoenix’ 

 

Dividend 

The recommended final dividend of 26.7p per share is expected to be paid on 2 May 2014, subject to compliance with the processes set out 

in the Group’s main credit facilities and shareholder approval at Phoenix Group Holdings’ AGM.   

The ordinary shares will be quoted ex-dividend on the London Stock Exchange as of 2 April 2014. The record date for eligibility for payment 

will be 4 April 2014. 

 

Enquiries 

Investors / analysts  

Sam Perowne 

Head of Investor Relations, Phoenix Group 

+44 (0)20 3735 0021 

Media  

Neil Bennett, Peter Ogden, Tom Eckersley,  

Maitland 

+44 (0)20 7379 5151 

 

Notes 

 

1. Phoenix Group is the UK’s largest specialist consolidator of closed life funds with over 5 million customers and £68.6 billion of assets 

under management. 

2. Operating companies’ cash generation is a measure of cash and cash equivalents, remitted by the Group's operating subsidiaries to the 

holding companies and is available to cover dividends, bank interest and other items. 

3. Financial targets are based on the assumption that the Solvency II regulations operate as we expect. 

4. Gearing calculated as gross shareholder debt as a percentage of the gross MCEV. Gross shareholder debt is defined as the sum of the 

IFRS carrying value of shareholder debt and 50% of the IFRS carrying value of the Tier 1 Notes given the hybrid nature of that 

instrument. Gross MCEV is the sum of the Group MCEV and the value of the shareholder and hybrid debt as included in the MCEV. 

5. Any references to IGD Group, IGD sensitivities, IGD or PLHL ICA relate to the relevant calculation for Phoenix Life Holdings Limited, the 

ultimate EEA insurance parent undertaking. 

6. The financial information set out in this announcement has been extracted without material adjustment from the Annual Report and 

Accounts of Phoenix Group Holdings for the year ended 31 December 2013.  The Ernst & Young Accountants LLP audit opinion on the 

Phoenix Group Holdings consolidated IFRS financial statements is unqualified.   

7. This announcement in relation to Phoenix Group Holdings and its subsidiaries (the ‘Group’) contains, and we may make other 

statements (verbal or otherwise) containing, forward-looking statements and other financial and/or statistical data about the Group’s 

current plans, goals and expectations relating to future financial conditions, performance, results, strategy and/or objectives. 

8. Statements containing the words: ‘believes’, ‘intends’, ‘expects’, ‘plans’, ‘seeks’, ‘targets’, ‘continues’ and ‘anticipates’ or other words of 

similar meaning are forward-looking.  Such forward-looking statements and other financial and/or statistical data involve risk and 

uncertainty because they relate to future events and circumstances that are beyond the Group’s control. For example, certain insurance 

risk disclosures are dependent on the Group’s choices about assumptions and models, which by their nature are estimates. As such, 

actual future gains and losses could differ materially from those that the Group has estimated. 

9. Other factors which could cause actual results to differ materially from those estimated by forward-looking statements include but are not 

limited to:  domestic and global economic and business conditions; asset prices; market related risks such as fluctuations in interest rates 

and exchange rates, and the performance of financial markets generally; the policies and actions of governmental and/or regulatory 

authorities, including, for example, new government initiatives related to the financial crisis and ultimate transition to the European Union's 

"Solvency II” on the Group’s capital maintenance requirements; the impact of inflation and deflation; market competition; changes in 

assumptions in pricing and reserving for insurance business (particularly with regard to mortality and morbidity trends, gender pricing and 

lapse rates); the timing, impact and other uncertainties of future acquisitions or combinations within relevant industries; risks associated 

with arrangements with third parties; inability of reinsurers to meet obligations or unavailability of reinsurance coverage; the impact of 



changes in capital, solvency or accounting standards, and tax and other legislation and regulations in the jurisdictions in which members 

of the Group operate. 

10. As a result, the Group’s actual future financial condition, performance and results may differ materially from the plans, goals and 

expectations set out in the forward-looking statements and other financial and/or statistical data within this announcement. The Group 

undertakes no obligation to update any of the forward-looking statements or data contained within this announcement or any other 

forward-looking statements or data it may make or publish.   

11. Nothing in this announcement should be construed as a profit forecast. 
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