
Our business model

Our business 
model enables us 
to capitalise upon 
our strengths and 
capabilities. 

We aim to be leaders in four key 
areas: retirement, insurance, 
investment management and capital 
investment. We benefit from scale 
in each of our businesses. 

It is the combination of our 
strengths and the synergies we 
achieve from our businesses 
working together that sets us apart. 

Our strengths 
and capabilities
Our business model is underpinned by the 
depth and breadth of our resources. It is these 
resources that allow us to capitalise upon our 
strategy. They are key to our success and their 
continued development and enhancement 
is a constant focus for our business.

Synergies
Globally, there are over $46 trillion of assets 
in pension funds, spread across defined 
benefit and defined contribution schemes. 
Our retirement and investment management 
businesses work alongside our capital 
investment business to put pension assets 
to best use and generate the right returns 
for long-term pension savers.

We believe in inclusive capitalism, where 
investment is both economically successful and 
socially useful. Working together, our businesses 
join up this large source of patient capital with 
areas of under-investment: housing, 
infrastructure, clean energy, healthcare and 
growth businesses which deliver high-pay, 
high-skill jobs.

Our ability to combine investment and risk 
expertise with innovative solutions is what 
makes us different. We’re able to do this because 
we understand both the asset and liability side 
of financial services. We believe we are ideally 
placed to create value from the four key areas 
of our business model. See pages 12 to 13 for 
further details.
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The power of pensions
The synergies we derive from our business model ensure our businesses work 
together to deliver our strategic purpose and drive collaboration across the group. 
Below is an example of our businesses interacting to harness the power of pensions.

People
Our experienced, dedicated 
professionals offer market expertise 
and honesty in their interactions with 
customers. We have a wide range of 
experience across demography, 
actuarial modelling and statistical 
analysis, and our asset management 
credentials enable us to cover a broad 
spectrum of asset classes.

Brand
We have a trusted brand with a strong 
reputation for stability, financial 
strength and a straightforward 
approach to business.

Capital
We are a long-term business with 
robust regulatory capital reserves. 
We invest our customers’ pension 
assets and our own capital directly 
into the UK economy in a way which 
benefits society as a whole.

Customer loyalty
The long-term nature of our business 
means we have a loyal customer base 
in the UK and, increasingly, overseas. 
We partner with companies throughout 
their pensions de-risking journey and 
with individuals over their lifetimes.

Rolls-Royce pension plan 
investment management

Our investment management business has  
a long-standing relationship with Rolls-Royce, 
having provided investment management 
services to the pension plan since 1989.

Well established relationships can evolve. The new 
Rolls-Royce deal deepens our capability to make 
socially useful direct investments, such as the 
partnership agreement with Oxford University.

In turn, investments such as this generate 
returns that contribute to funding the long-term 
commitments made to existing pensioners 
and create much needed infrastructure.

This is the power of pensions. Our ability to 
collaborate across our businesses to deliver 
these solutions is what makes us distinctive.

Rolls-Royce UK Pension Fund 
risk transfer agreement

In June 2019, our institutional retirement 
business agreed a partial buyout with 
Rolls-Royce for in excess of £4.6 billion, 
one of the UK’s largest deals, covering 
around 33,000 pensioners in payment.

Oxford University partnership

In the same month, our capital investment 
business announced a £4 billion commitment 
to a 50:50 partnership with Oxford University to 
develop homes for staff and students, as well 
as science and innovation districts.
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Retirement 
We provide guaranteed retirement income for 
our retail customers in the UK and for members 
of corporate pension schemes in both the UK 
and the US.

Individual – We provide certainty for our 
customers by exchanging their pension savings 
for a guaranteed monthly income for life. 

Institutional – We take on pension scheme 
liabilities from corporate schemes in the UK, 
North America and Europe. This ‘pensions 
de-risking’ gives companies greater certainty 
over their liabilities whilst providing guaranteed 
payments to individuals within their schemes.

How we generate shareholder value
For both individual and institutional customers 
we use our deep expertise in the science of life 
expectancy to accurately assess the risks 
associated with each contract and, therefore, 
how much income we expect to provide to our 
customers. We charge a margin on the initial 
amount received in exchange for assuming the 
risk over the lifetime of the policy. We invest the 
margin and a proportion of our customers’ 
pension savings in high quality assets. This 
generates returns whilst ensuring we are able to 
pay policyholder pensions in full as they fall due.

Growth drivers
• Ageing demographics
• Welfare reforms
• Technological innovation

 See pages 23 and 28

Our synergies allow us to derive maximum 
benefit from each of the four key areas of 
our business model and generate value 
for our shareholders, customers 
and communities.

Our business model

Creating  
value

Legal & General Group Plc Annual Report and Accounts 201912 Strategic report



Investment 
management
We are the UK market leader in providing 
pension asset management services to 
institutional clients. We manage the assets they 
hold to cover their DB pension scheme liabilities, 
managing their risk through matching their 
assets to their liabilities. We are also a leading 
defined contribution (DC) pension manager, 
aiming to invest DC customers’ pension assets 
to generate returns. We are continuing to 
expand into personal investment services 
and have an increasingly global business 
with over £370 billion of international assets 
under management.

How we generate shareholder value
We have £1.2 trillion of assets under 
management across a range of asset classes. 
We receive fees for providing these asset 
management services to both individual 
and institutional clients through a variety 
of businesses.

Growth drivers
• Globalisation of asset markets
• Technological innovation
• Addressing climate change

 See page 32

Insurance 
We started offering life insurance cover in 
1836 and are the UK’s number one individual 
life insurance provider. We offer ‘level-term’ 
life insurance in the US and our group 
protection business in the UK offers life 
insurance and income protection products 
to individuals through their employers. 
We now have over five million UK individual 
life insurance customers, over two million 
people in group protection schemes 
and in excess of one million US life 
insurance customers.

How we generate shareholder value
We collect monthly premiums for policies that 
make payments upon death (life insurance) or 
inability to work (income protection). We price 
these premiums using our experience of 
mortality and morbidity risks, and manage these 
risks over time. Value is generated through the 
accurate pricing of these premiums and the 
margin we charge on each. We further enhance 
value through the selective purchase of 
reinsurance at competitive rates. 

Growth drivers
• Welfare reforms
• Technological innovation

 See page 40

Capital  
investment
We use some of our customers’ pension assets, 
as well as the group’s shareholder capital, to 
make long-term investments in assets such 
as future cities, housing and SME finance. 
These direct investments generate returns 
for pensions and on the group’s capital, as 
well as benefitting society through socially 
responsible investing. The long-term nature 
of these investments makes them attractive 
to our retirement businesses as they can select 
these investments to match the duration of 
their liabilities.

How we generate shareholder value
We generate value through achieving long-term 
consistent returns on the investments and from 
disposal gains.

Growth drivers
• Investing in the real economy
• Welfare reforms
• Technological innovation
• Addressing climate change

 See page 36
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