
https://www.rollingstone.com/music/news/pete-townshend-the-rolling-stone-interview-part-one-19680914
https://www.gettyimages.com/detail/news-photo/former-who-guitarist-pete-townshend-leaves-his-home-in-news-photo/828590166




2020 

Strategy has 

delivered 

consistently 

strong results 

for 

shareholders 

6.40p 
7.65p 

9.30p 

11.25p 

13.40p 
14.35p 

15.35p 

5.97p 

Operating profit (£m) 

Dividend per share 

https://dsaviosoares.wordpress.com/2009/11/06/nos-ultimos-anos-de-palco-para-contratar-frank-sinatra-as-exigencias-do-mito-eram-minimas-se-compararmos-aos-astros-de-hoje-em-dia/


Risks Direction Impact on Legal & General 

Rates rise +++ 
Rate rises will be the “new normal”  - Ben Broadbent 

• Higher rates reduce our liabilities  

Credit spreads widen ++ 

Economic uncertainty may cause credit spreads to widen 

• Higher spreads reduce our liabilities because our assets are 

held to maturity 

• Higher spreads will lower LGIM’s AUM, thereby lowering 

fee income 

Downgrades and 

defaults – 
Some companies may struggle in the post-Brexit world 

• £2.7bn credit default reserve 

• LGIM mandated and remunerated based on avoiding 

downgrades and defaults 

Employment falls 0 
If companies pull operations out of the UK or if the economy 

slows, employment may drop 

• However the UK jobs market has been robust with 197k 

new jobs added in Q1 2018 

Property markets fall – 
House prices are still rising, with expectations at 2% in 2018 

and 3% in 20191 

• Diversified portfolio across the country and price levels 

• Disciplined growth, with a variety of contractual safeguards 

(pre-let hurdles, risk-adjusted LTVs) 

https://www.theguardian.com/business/2018/may/23/uk-house-prices-fall-by-02-for-march-says-land-registry
https://www.theguardian.com/business/2018/may/23/uk-house-prices-fall-by-02-for-march-says-land-registry
https://www.theguardian.com/business/2018/may/23/uk-house-prices-fall-by-02-for-march-says-land-registry
https://www.theguardian.com/business/2018/may/23/uk-house-prices-fall-by-02-for-march-says-land-registry
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https://www.theguardian.com/business/2018/may/23/uk-house-prices-fall-by-02-for-march-says-land-registry
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https://www.theguardian.com/business/2018/may/23/uk-house-prices-fall-by-02-for-march-says-land-registry


31 December 2017 

Impact 

Detail Surplus   

£bn      

Coverage 

ratio1 % 

6.9  189 

• As at 5 March 2018, ratio estimated at 196% 

• Movement due to increasing yields and operational 

surplus generation 

+0.8 +20 

• Significant positive for L&G’s balance sheet 

• As interest rates increase, pension liabilities 

decrease 

• Liabilities are discounted at a higher rate resulting in 

a reduction in SCR 

+0.2 +8 

• Positive impact driven by the Group’s Matching 

Adjustment (MA) portfolio 

• As spreads widen: 

- Own funds impact is limited as decrease in asset 

valuations is offset by higher MA yield uplift used to 

discount liabilities 

- However, a decrease in liabilities results in a 

reduction in SCR 



£m 

Mortality reserve releases 

2017 2018 

estimated 

2019     

estimated  

2020 

estimated 

332 330* 330* ** 

274 

250 

•

•

•

•

•

https://www.google.com/url?sa=i&source=images&cd=&ved=2ahUKEwjmmq_3hqHbAhWCiiwKHVIeAVwQjRx6BAgBEAU&url=http://rebrn.com/re/psbattle-paul-mccartney-drinking-a-glass-of-wine-655921/&psig=AOvVaw1HeryWtkWIvaxCi6XoDvY5&ust=1527344172357080


Investing & Annuities 

LGR AUA 

 

£58.2bn 

Investment Management 

LGIM AUM 

 

£983bn 

Insurance 

LGI & GI GWP 

  

£2.9bn 

https://www.bbc.co.uk/programmes/p040jcvv
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Growth drivers Legal & General’s Actions  Broader Economic Potential 

Ageing 

demographics 

•

•

•

Globalisation of  

asset markets 

•

•

•

Creating real assets •

•

•

Welfare reforms •

•

•

Technological innovation •

•

•

Today’s capital •

•

•



Growth drivers 2017 Achievements  Leading the way 

Ageing 

demographics 

•

•

•

Globalisation of  

asset markets 

•

•

•

Creating real assets •

•

•

•

Welfare reforms •

•

•

Technological innovation •

•

•

Today’s capital •

•



Investment Management 

 

2.7m  
Insurance 

 

7 
Investing & Annuities 

 

#1  
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3 

Typical pensioner incomes are now actually higher than working-age incomes 

Millennials are half as likely to own a home at age 30 as baby boomers were 

4 4 in 10 millennials live in private rental accommodation at age 30 (4x that of baby boomers) 

5 Young adults spent the same as those approaching retirement in 2001, but they are now 
spending 15% less 

6 Employees born in the early 1980s are half as likely to have a DB pension as those born 
around 1970, meaning they are taking more risk in retirement 

2 3.3m Last Time Buyers (‘LTB’) looking to downsize with £820bn LTB housing wealth locked 
up in homes no longer fit for purpose 



DC Workplace pensions

DC Pensions - SIPPs/PPs

Drawdown
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£0.7trn 

individual 

retirement 

market 

£1.5trn over 

55s housing 

equity 

Source: Preliminary analysis by Spence Johnson, ABI  

Source: Age Partnership research, UK Finance data & 2017 sales 

 £11.9bn 

 £6.9bn 
 £4.2bn  £4.3bn  £4.4bn 

2013 2014 2015 2016 2017

 £1.1bn  £1.4bn  £1.6bn 
 £2.1bn 

 £3.1bn 

2013 2014 2015 2016 2017

1 

£5bn+ 
of annual 

sales 

expected 

by 2020 

Private pension sector 

Transferred to insurers 

c1m 
people 

retire in the 

UK each 

year 

https://www.mirror.co.uk/3am/celebrity-news/sir-paul-mccartneys-photographer-friend-295902
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>£2trn DB 

pensions, 

c.7%2 

transferred to 

insurers 

Source: PPF & Mercer/LCP reports 

Source: ICI, LGIMA & LIMRA  

1. LCP forecast 2017 volume based data published as at 18 December 2017  

2.  Includes liabilities covered by longevity insurance  

 £7.5bn 

 £13.2bn  £12.3bn 
 £10.4bn  £12.0bn 

2013 2014 2015 2016 2017

 $4.0bn  $9.0bn 
 $14.0bn  $14.0bn 

 $23.0bn 

2013 2014 2015 2016 2017

£15bn+ 
of premium 

expected in 

20181 

1 

$3.7trn DB 

pensions, c.4% 

transferred to 

insurers 

Private pension sector 

Transferred to insurers 

Private pension sector 

Transferred to insurers 

NPS 
+62 

https://www.mirror.co.uk/3am/celebrity-news/sir-paul-mccartneys-photographer-friend-295902


•

•

•

•

At Retirement Balance Sheet 

Increased reliance on home as a source 
of value, but challenges accessing the 
value 

    (£k) 

State Pension:      230 

 

Private Pension:     85 

 

Other Savings:         10 

 

Benefits:       15 

 

Healthcare etc:        20 

 

Housing:      250 

Extended 

Lone-
parent 

Nomadic 

Communal Adoptive 

Reconstituted 

Nuclear 

Different 
Family 

Structures 
and 

Arrangements 

1 



Inadequate 
housing for 

aging 
population 

Rise of 
‘Generation 

Rent’ 

House building 
lagging 50% 
behind the 

required target 
of 250,000 new 
homes per year 

2 3 4 



80,000  
Homes we are 

involved in 

delivering in the 

next five to ten 

years. 

L&G  
Housing  

Ecosystem 

Protection 

Refinance 

Buying 

House 

building 

Down- 

sizing 

Ind. Protection:  
Market size c.£0.7bn APE 

Expected growth c.2% pa 

L&G market share c.25% 

Home Insurance 
Market size c.£6.4bn GWP 

Expected growth c.2% pa 

L&G market share c.6% 

Lifetime Mortgages 
Market size c.£1.5trn 

Expected growth c.£9bn in FY20 

L&G market share c.30% 

Interest-

only 
Drawdown Renovation LGSS: 

FY17 – 522k 

surveys 

Mortgage Club: 
Facilitate 1 in 5 UK 

mortgages 

Smart 

Quote 

Later Living 

Inspired 

Villages 

Renaissance 

villages 

L&G Homes 

Affordable 

Modular 

CALA 

Build to Rent 

Land banks 

806  514Images may be subject to copyright 

https://consequenceofsound.net/2016/05/10-legendary-acts-upset-they-werent-invited-to-desert-trip/
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 L&G response: Entered LTM market in 2015  
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 £1.1bn  £1.4bn  £1.6bn  £2.1bn 
 £3.1bn 

 £5.0bn 

2013 2014 2015 2016 2017 2018e 2019e 2020e

0%

5%

10%

15%

20%

25%

30%

35%

 £-

 £500m

 £1,000m

 £1,500m

 £2,000m

 £2,500m

 £3,000m

 £3,500m

 £4,000m

 £4,500m

Q1 2015 Q4 2015 Q4 2016 Q4 2017

L&G Others Market Share

LTM market forecasts 

32% 

in 2017 

Award Organiser 

Best Equity Release/Lifetime 
Lender: 2nd place  

Mortgage Strategy Awards  

5 star rating for our Lifetime 
Mortgages  

Moneyfacts 

Best Equity Release Provider  Your Mortgage Awards  

Best Equity Release/Lifetime 
Lender  

Mortgage Strategy Awards  

Later Life Lender of the Year  Mortgage Introducer Awards  

Retirement  Gold Standard Awards 

Best Equity Release Provider 
2017  

Moneyfacts  

Best Mainstream Annuity 
Provider  

Moneywise Awards  

Best Equity Release Lifetime 
Lender 2017  

Mortgage Strategy Awards  

5 stars in the Mortgage 
Providers  

FTAdviser Online Innovation 
and Services Awards  

5 star rating Flexible Lifetime 
Mortgage  

Moneyfacts  

Leading the market in quality and customer-focus 

2 
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•

•

•

•

•

•
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Significant 

market 

opportunity 

•

•

•

•

•

Strong 

strategic fit for 

L&G Group 

 

 

 

•

•

•

•

•

•

Targeted 

implementation 

 

•

•

2 

•

•



3 

Legal & 

General 

Affordable 

Homes 

•

•

•

Modular 

Homes 

•

•

•

•

CALA •

•

•



The story so far… 

4 
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LGC investment in Salford has provided multiple profitable investment opportunities for 

LGR and new institutional capital managed by LGIM 

Sourcing new institutional 

capital funding 

• 125,000 sq.ft, “matching adjustment” compliant, 25 year RPI-

linked lease to Salford Council 

• Forward funded by LGR for 

c. £50m 

• Two purpose-built “Build to Rent” blocks totalling 225 units 
• Forward sale to L&G’s Build 

to Rent fund for c. £45m 

• Second office building with  “matching adjustment” compliant, 

25 year RPI-linked lease to Salford Council 

• To be funded by external 

party for c. £110m 

• Two multi-storey car parks with “matching adjustment” 

compliant leases to Salford Council  

• Owned and funded by LGR 

and LGIM managed Fund 

• “Matching adjustment” compliant, Government Property Hub 

with 25 year RPI-linked lease 
• To be funded by LGR 

• In progress 

Phase 1 

Phase 2 

Phase 3 

Phase 4 

Phase 5 

Phases 6-10 



 

 

• Personal lending with repayments taken directly 

from salaries 

• 250,000 people added to the platform since L&G 

investment in September 

• From application to having the money in the bank 

account can take as little as 7 minutes 

• Partners with many major employers in the 

United Kingdom 

• Yorkshire Building Society became the latest 

supplier and partner in January 2018, adding 

savings solutions to the platform 

5 

•

•

•

•
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LGIM Europe ex-UK AUM growth (£bn) 

+30% CAGR 

2012 2017 

12 

44 

£2.4bn 

European net flows up 

4.8x 
to £12.6bn (2016: £2.6bn) 

£228bn 
of AUM from International 

clients (+29% yoy) 

Preparing for the future 

€300bn+ 
European infrastructure 

deficit 



The Canvas acquisition provides LGIM with ‘out of the 

box’ ETF capability (a blank canvas) as a platform for 

growth for LGIM’s index and distribution capabilities  

By the end of FY19, we will have launched a core range 

of LGIM ETFs to target a portion of the c.£1.5trn of ETF 

flows into Europe over the next three years 

 In 2014 LGC purchased 40% equity stake in Pemberton, 

an independent alternative asset manager with a core 

strategy of providing debt finance to small and 

medium sized enterprises 

Global Fund 
Manager of 

2016 
Private Debt 

Investor 

4 funds to date 

tracking to  
€3bn+ AUM 

SME Finance Investment (Pemberton) 

46% AUM 
growth 

on our 
investment in 
Pemberton 

ETF AUM (£2.2bn) 



• Achieve global leadership in pensions de-risking and provide a suite of products  to 

maximise retirement income 

• Help people achieve security affordably through insurance and workplace 

pensions 

• Use our existing skills and expertise to  

build a world class international asset management business 

• Use ‘slow money’ to become the UK leader in direct investments including 

housing and urban regeneration 

• Achieve market leadership in digital provision of insurance and retail investments 

• To be a leader in financial solutions and a globally trusted brand 

• Delivering Inclusive Capitalism 

 

 



Earnings per share (p) 

 

Between 2011 – 2015 we achieved a 10% growth in EPS  
 

Our ambition is to replicate this performance out to 2020 

 

+50% 


