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Good morning everyone. I’m Rodney Cook, CEO of JRP Group plc. 
  
For those of you on the phone, I am joined by our CFO, Simon Thomas and our 
Deputy CEO, David Richardson. 
 
I’d like to thank Numis for the use of their conference facilities this morning and 
welcome all of you joining us today. We do appreciate your continued interest. 
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So here is today’s agenda. 
 
As usual, I’ll start by giving you a brief update on how we see the business. Simon 
will then go through the numbers in more detail, and David will talk about our capital 
position.  After that I will share with you some perspectives on the future. As usual 
we’ll conclude with your questions.  
 
Before we get into any numbers, I should highlight that technically we are today 
reporting on the second six months of an eighteen month accounting period which 
will end on the 31st December. But you will see that we have focused on our 
performance in the first half of the 2016 calendar year, and on historic pro forma 
calendar years wherever possible.  
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As you have no doubt already seen, the two operating highlights of the results are our increased 
synergy expectations and the improved new business margin. The merger has really given us impetus 
and these are some of the fruits, although there is plenty more to come. 
 
We are now sufficiently confident to be able to increase our synergy estimate from at least £40m to 
at least £45m per annum by the end of 2018. We have already achieved a run rate of almost £15m, 
mainly through reductions in headcount. Simon will explain more later on, but what we have seen so 
far means we are confident that we’ll be able to save more than we previously announced.  
 
Clearly this integration hasn’t been easy for our team, and I want to thank all of my colleagues for 
their understanding and continued focus on supporting our customers. 
 
Separately, we saw rapid margin expansion after the start of the year, and are now back at pre-
Freedom levels. This was helped by price increases rather than the cost reductions, so we think there 
may be more to come here as the synergies are recognised in the accounts. 
 
The growth in New Business profit has been supplemented by 7% growth in In-force profits, driven by 
higher reserves. 
 
I’ll talk in a moment about prospects for our core markets, but as you’ll see, we remain confident in 
the medium term outlook for DB, while our addressable market for Guaranteed Income for Life, or 
GIfLs, will grow driven by structural growth drivers and regulatory changes impacting the internal 
vesting market. 
 
We have announced our solvency ratio is 134% and the board is comfortable with our resilient capital 
position, especially given our low level of gearing. 
 
The last thing I would like to highlight before we move onto our markets and the results, is that our 
tangible NAV is 153p per share, and our EV is 227p per share.  
 
So overall a really solid first half of the calendar year and an encouraging start for our new merged 
company. 

3 



Before we go into the results in detail, I want to talk about our markets, starting with 
defined benefit de-risking. DB is firmly established as a key product for us, which accounted 
for the majority of 2015 sales.   
 
As you can see from the top left chart, there has been an increase in the number of DB 
schemes closing. Corporate sponsors have already worked hard to stop their pension 
liabilities from continuing to grow, and DB de-risking helps them get those liabilities off their 
balance sheets. Over time, this means £2 trillion of DB liabilities may be looking for a new 
home, perhaps initially via a bulk buy-in, and eventually a buy-out. This represents a huge 
opportunity for companies like JRP.  
 
Although current average pension scheme funding is below the level required to fund full 
buyouts, each scheme is required to have a ten year funding plan to deal with its accounting 
deficit. This will significantly improve the funding situation in the medium term, and it is a 
matter of time before full buy-out becomes a more affordable option for schemes. 
 
But our realistic addressable market right now is arguably not the entire £2 trillion, it’s really 
the buy–in sub-sector which de-risks pensions already in payment. Typically a scheme will 
hold gilts and bonds to match its pensioner liabilities. This makes the level of gilt and bond 
holdings a reasonable proxy for our addressable market. As the bottom right chart shows, 
gilts and bonds make up around £600bn, and this has been steadily rising over the last 
decade. 
 
In other words our addressable market of pensions in payment is already £600bn.  Currently 
the market is de-risking at around £10 or £15bn per year, which indicates potential for 
significant growth.  
 
Ok, so that’s why we are optimistic about DB de-risking. But what about GIFLs? 
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H116 total GIfL market sales were 7% higher than H115, suggesting further signs of improvement. 
Incidentally our pro forma market share grew from 17% to 19% over that period, although as you 
know we focus on profit not market share. 
 
If the market has now found its level, demographics should drive long term growth. After all, as the 
top right hand chart shows, the number of men of UK state pension age or older will increase by 1 
million over the next decade. Added to which, more and more retirees will have DC savings which 
they need to turn into retirement income for themselves, whereas in the past more of them would 
have had DB benefits.  
 
But of recent times, growth has been driven by the dynamics of the bottom left hand chart. The open 
market is beginning to reclaim the ground it lost after Pension Freedom, and our market share gains 
were helped by the 22% growth in the OMO segment. The Open Market accounted for 45% of 
annuity sales in H116, up from the 41% level for calendar 2015, which has increased our addressable 
market by 10%. This leaves plenty of room for improvement back to the 60% level pre freedom. 
 
This shift from internal vesting to OMO is being driven by the withdrawal of life companies from 
internal vesting. We have already told you about Phoenix, and the Pru recently flagged their 
intentions. This business will now come onto the open market, in some cases facilitated by our B2B 
operation, which can run a broking panel for them. This will enable the customer to get the best 
price, and allow us to compete for more business. 
 
Interestingly, companies which offered Guaranteed annuity rates – or GARs - are increasingly seeking 
to broke their GAR flows. The policyholder benefit doesn’t normally change, but a pension company 
which wants to offload this kind of business pays a premium to another annuity company like us who 
will pay the lifetime income to the customer.   
 
The ABI estimates that GARs make up around half of the internal market, so if both GAR and non GAR 
business begins to flow into the Open Market from the captive segment then our addressable market 
could significantly increase.  
 
So although it is early days to call for strong GIFL growth, there are some positive signs out there for 
us.   
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We have been making good use of our IP to take advantage of the growth opportunities our 
markets offer. This means we have continued confidence in our ability to grow profits. If we 
grow our sales and reserves, then new business and in force profit growth should both 
follow. We believe these growth dynamics remain firmly in place. 
 
As the left hand chart shows, GIfL sales have begun to improve, and I have just explained 
why we think sales should grow in the medium term.  
 
The outlook for DB de-risking sales is as robust as ever, although the strong Q415 DB sales 
figures drove the quiet first quarter of 2016 and do set us a challenge for later this year.  But 
the DB market is picking up, and we have announced sales since the end of June of more 
than £330m. This means that so far in the second half we have already written twice the 
amount we wrote in the first half. The DB pipeline remains strong, and we are confident in 
the medium term growth prospects for this product, even if it is lumpy from quarter to 
quarter. So the outlook for new business profit growth are positive, even before we think 
about margin improvements and cost savings.  
 
And as you can clearly see from the right hand chart, we have shown good growth in 
reserves, even before the one off jump we have just experienced due to the merger. 
Reserve growth drives in force profit growth, as we release the prudent margins that Simon 
and the actuaries set aside. On a pro forma basis we have achieved average growth in 
reserves of more than 25% per calendar year over the last five years. Our inflows have 
always significantly exceeded outflows, even in the difficult 2014/15 period, and are 
currently more than double outflows. Positive net inflows will drive further growth in 
reserves, and therefore further growth in in-force profits. 
 
In other words, we have grown in the past and will continue to grow in the future.   
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Before I hand over to Simon, I wanted to show you our usual KPI slide for the last 6 months’ 
trading.  
 
Obviously the highlights are the strong growth in operating profit and EV per share. But I am 
also proud that we have maintained our sales volumes even though DB business was pulled 
forward in to the December 2015 quarter, and despite the potential scope for merger 
related disruption. 
 
The operating profit growth of 40% was driven by a more than doubling of new business 
profit on a pro forma basis. This was helped by the return of margins to pre-Freedom levels, 
driven by changes in market pricing late in 2015, and supportive mortgage yields. The 
margin increase has not yet benefited from the merger cost savings, so there will be more to 
come.  
 
Our EV per share is up 12% year to date, albeit boosted by bond markets, and 227p per 
share is a new record for us. 
 
Our 3% sales growth was boosted by a strong start for mortgages, which were well ahead of 
the 25% of retirement income target. This means we have mortgages in the warehouse to 
be absorbed by second half volumes. 
 
So the key message from me is that the merger has already boosted our trading 
performance in the first half of the year, even before we reap the full benefits of the cost 
savings, setting us up nicely for a strong second half. A 40% jump in pro forma operating 
profit and a double digit increase in EV per share confirm this.  
 
Ok that’s it from me for the time being, but after Simon has taken you through the detailed 
results, and David has covered capital I’ll return with some concluding thoughts. 
 
Simon, over to you. 
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Thanks, Rodney.  
 
I’m going to take you through some of the key financials and then I’ll hand over to 
David for him to look at our capital position 
 
So straight in  - looking at our analysis of Operating profit 
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As Rodney’s already said, underlying pro forma operating profit rose by a robust 40% to 
£68m in the 6 months to June.  
 
This impressive increase was driven by a more than doubling of our new business profit, 
supported by a more modest increase in the In force profit. 
 
The 121% increase in pro forma new business profit to £31m  - was driven by a significant 
increase in margins.  
Retirement income sales  - which exclude mortgages – actually fell in the first half because 
of DB, but this was more than offset by margin expansion. And As usual - I’ll cover this in 
more detail in a moment.  
 
The 7% increase in the in force profit to £37m was driven by a 5% increase in opening pro 
forma reserves and broadly stable IF margins.  
  
Below the underlying operating profit we saw some small negatives in operating variances 
and normal group company results  
Reinsurance and bank finance costs rose slightly to £11m from £9m in the comparative 
period – this is a result of including both JRs higher level of senior debt and Partnership’s 
hybrid debt for the whole period 
 
So our pre-tax operating profit has risen by 12% on a pro forma basis,  
 -  although I’d also note -    that statutory operating profit rose by 55%, given 
the first time inclusion of the   Partnership earnings stream for the second 
three months of the reporting period.   
 
L now looking at the top line in more detail 
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Pro forma sales were up 3% in the six months to June.  
 
This was driven by a strong increase in GIfL and LTM sales, which was largely offset 
by expected lower DB sales 
Rodney’s already touched on the reasons for our growth in GIfL.  
 
The key is that the OMO is beginning to recover, and it looks set to continue as the 
internal vesting companies review their models. 
 
On the mortgage side - we took advantage of buoyant LTM pricing conditions in the 
first half, to write around 50% of our retirement income volumes, well ahead of our 
normal target level of about 25%.  
 
Now this’ll naturally fall back over time, but we already have plenty of mortgages in 
the tank to fuel second half retirement income premiums.  
 
As for DB, - the 49% fall is hardly surprising -  given the rush to write business ahead 
of Solvency 2  - which accelerated business into Q4 2015 which would otherwise 
have fallen into H1 2016.  
 
But… as Rodney has already said, we’ve made a strong start to the second half. 
 
L - I’ll now talk more about DB in detail 
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We are always saying, DB’s a lumpy business,….and  Q1 and Q2 proved this… yet again.  
 
You can see from the blue bars how the Q4 spike has been followed by a quiet Q1 and Q2.  
 
On the other hand  - the quarterly trailing run rate, shown by the gold bars, has maintained 
the roughly £200m per quarter rate we established in Q4 2015. 
 
I’ve also shown on this chart how the £330m we have already written in Q3 now means that 
the quarterly average is moving up, and will do so even if we write no further DB business in 
September.   
 
This means that Q3 2016 will be our highest ever quarter, outside of the Q4 seasonal peaks.  
 
Rodney's already explained the structural growth drivers in the DB de-risking market.  
 
In the nearer term -  I can say that our pipeline continues to grow.  
 
Our sense is that many trustees are beginning to accept that low yields are here to stay. In 
other words, they are de-risking now rather than holding out for the market to reverse. 
Provided they have already put their pensioner liabilities into gilts and corporate bonds, the 
affordability of the transaction is more or less unchanged from about year ago.  
 
L - Now turning to new business margins 
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I’m naturally very pleased with the 121% pro forma new business profit increase from £14m to £31m.  
 
This was driven by the significant increase in margins from 2% to 5%, which more than offset the decline in DB 
volumes.  
 
This is taking us back to the levels old JR used to achieve  - prior to pension freedoms.  
 
In terms of the key drivers of this increase, I'd probably flag three things 
 
Firstly we benefited from the market-wide GIfL price increases that took place in Q4 2015  - which have generally 
stuck, with pricing discipline being maintained in the market 
 
Secondly margins were also helped by attractive mortgage yields, which have been assisted by falling risk free 
rates and finally 
 
Finally you may recall that low new business volumes depressed Partnership’s H1 2015 margins due to cost 
overruns, which creates a slightly flattering comparative.  
 
As usual, we only assume that 25% of premiums are invested in mortgages for new business profit purposes,  
 
Looking ahead, I would probably suggest to you that assuming there is no significant change in economic 
circumstances, the full year margin is likely to increase to around 6%. I say that because: 
  
Pricing discipline appears to have been maintained in the first few months of this second half 
 
However, on top of that, there are a number of other positive factors that I would point. These include:   
 
Firstly,    we have already highlighted that DB volumes in the second half are going to be higher than the first 
half. This will naturally create positive operational leverage which will improve the overall new business margin  
 
Secondly,   we’ll also start to see the incremental benefit of our synergy savings - albeit only in the final quarter 
 
Thirdly,  the other thing I would mention is the fact that mortgage yields have continued to be strong in the first 
few months of this second half although I would also flag that competition has picked up recently 
 
And finally, you’ll recall that indexation means that DB is a better fit for our mortgages than GIFL and therefore 
captures a slightly better margin. The greater proportion of DB in the second is also likely to lead to an increase 
in overall margin 
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As ever, we will give you a better view later in the year 
 
L – Now looking at IF margins 
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It’s good to see that the 5% increase in opening policyholder reserves has driven a 
7% increase in in-force profits, with broadly stable in force margins 
 
This margin stability follows our recent decision to recognise mortgage returns on a 
compounding, rather than straight line basis, as we explained in March.  
 
I want to remind you that this change didn’t affect the overall economic return on 
the mortgage – but, so far as in force profits are concerned, it does slightly delay 
profit recognition. This is why the in force margin is lower now than it was in 2013 
and 2014.  
 
Now I want to just touch briefly on the merger benefits 
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We’re delighted to be able to announce significant progress… so far on the synergy 
benefits of the merger. 
 
The left hand half of the slide is a reminder of our commitment  - when we 
announced the deal to drive £40m of savings, and in what part of the Company 
these savings would potentially fall.  
 
You’ll see that we originally targeted 30% in the first year, or a run rate of about 
£12m. 
 
As at the end of August we had already achieved synergies with an annual run rate 
of £14.9m, so we are already well ahead of the £12m target.  
 
We have also now achieved a greater understanding of the merged cost base, which 
has allowed us to raise our cost saving target from at least £40m to at least £45m.  
 
So – there are more savings to make than we expected, and, so far, ….we are making 
them faster than we’d hoped. 
Finally from me… I just wanted to touch on the Statutory view 
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You may have noticed that our pro forma figures stopped at the operating profit level, so 
here is the statutory Operating profit. It is slightly different from the pro forma version, as it 
only includes 3 months of PA  
 
However, here I wanted to highlight the below the line items. These are dominated by two 
large credits.  
 
First the £145m Investment & economic profit. This is the line that typically we don’t spend 
a lot of attention on as it includes the effect of economic changes on our Balance sheet, and 
this volatility normally flattens out over time.  
 
This year we have seen a significant reversal from the previous year. As you know, we saw 
heightened interest rate volatility in the last 6 months. The current period saw a substantial 
90bps fall in gilt rates- this was especially pronounced in the few days following the Brexit 
vote  - Note - the comparative period saw an increase of 31bps.  
 
These falls in interest rates have increased the value of our surplus assets and our interest 
rate hedges. This line also includes the effect of prudent yield deductions from our expected 
NB margin & sales mix restrictions, and bond spread changes. 
 
Given that we match our assets and liabilities, we always show market volatility below the 
line, even though this time it drove a large gain.  
  
The gain on acquisition of PA is a bit of accounting anomaly reflecting the fact that, on the 
day the merger was actually settled, the value of JR shares issued in consideration was 
slightly below Partnership’s fair value of net assets – accounting principles mean that this 
gain has to be taken through the P&L account 
 
So that’s it from me. Now David is going to discuss capital and dividends. 
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Thanks Simon. 
 
As you can see, we had a solvency 2 capital coverage ratio of 134% for the Group as at 30th June. This 
comprised own funds of £1.9bn and an SCR of £1.5bn, giving a surplus at June of £491m. The 
equivalent ratio was 136% at year end 2015, so overall it has fallen by just 2% over the first six 
months of the year, which is a resilient result during a time of unprecedented falls in risk-free rates. 
 
It’s important to note that JRP’s Own Funds includes only £100m of Tier 2 capital at 30 June 2016 
meaning that Tier 1 accounts for approximately 95% of JRP’s own funds. The bottom left chart shows 
that on an unrestricted tier 1 coverage basis, JRP’s capital position is close to the sector median 
 
To put this in context, in the bottom chart you can see how JRP’s capital position compares to other 
companies in the sector if we look at just Tier 1 capital.  So for each company we have calculated the 
S2 capital coverage ratio using just Tier 1 capital.  On this basis JRP’s capital position sits right in the 
middle of the pack.  
 
You may also remember that debt capital markets are on the agenda at some point, together with 
other capital management tools such as reinsurance & asset optimisation for the new S2 
environment.  But we think that we are already moving in the right direction on capital in a number of 
respects:  
  
1. Our current capital position is comfortable, both in terms of its level and composition, and 

we have demonstrated its resilience at a time of unusual volatility.  
2. Stronger margins have significantly reduced new business strain, helped by firmer pricing 

post Solvency 2 
3. As Simon has explained, we should see modest further margin expansion due to the merger 

expense synergies, although competition in the lifetime mortgage market may partly offset 
this 

 
Taken together this means we are making good progress towards funding our future growth 
sustainably. 
 
I will cover our capital model in more detail at our capital markets day in 20 days time.  
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Here we summarise our Solvency 2 balance sheet sensitivity to a range of possible 
movements. 
 
There has been, understandably, a lot of interest in what impact falling swap rates can have 
on the Solvency 2 position of JRP and our peers.  To help provide greater transparency on 
that we have shown the impact of a 50bps fall in swap rates on two different bases: with 
and without the impact of recalculation of the Transitional Measures on Technical Provisions 
– or TMTP.   
 
The significance of a 50bps fall is that the PRA has stated that it would consider a sustained 
change of 50bps or more in risk-free rates to be a reasonable trigger for a recalculation of 
the TMTP. 
 
The interest rate sensitivities show that we can absorb changes of 50bps or less without 
changing the TMTP. They also show that the capital coverage ratio is relatively insensitive 
post recalculation of the TMTP.  
  
Equity falls and credit spread widening are not a concern for us. We have no equities, and 
S2’s mechanics mean spread widening is actually slightly beneficial, as you can see.  
 
In relation to property, we already conservatively reserve for a 10 percentage point fall in 
property values. The sensitivity in the chart shows the effect of a further 10 percentage 
point drop, implying a total hit of 20%.  
 
As far as longevity is concerned, a 5% one off increase would clearly have an effect, but 
recent trends in broader longevity, and our own experience, do not suggest any immediate 
concerns. 
 
For the avoidance of doubt, none of these scenarios makes any 
allowance for management actions, other than the TMTP 
recalculation. 
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The Board has proposed an interim dividend of 1.1p per share, covering the six 
months from January to June 2016. Technically this is our second interim dividend 
for the 18 month accounting period to December 2016.  
 
In each of the last two calendar years Just Retirement paid an interim dividend of 
1.1p and a final dividend of 2.2p, but in fact the timing was the other way round to 
this year as Just Retirement was then using a June financial year end.  
 
Without pre-empting the decision of the final six months of 2016 we are reiterating 
that JRP will continue with Just Retirement’s previous policy, which has been to pay 
an interim dividend of around one third of the total amount for the year.  
 
With that I’ll hand back to Rodney 
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Thanks David 
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So I want to sum up by reminding you of our very attractive equity story.  
 
First, our chosen markets retain fundamental growth drivers.  
 
• The individual GIFL market is improving, and the long term growth drivers are intact. In 

addition, there is a shift away from the internal vesting market. Pensions freedoms put 
this on hold, but the trend is now reasserting itself as insurers choose to give their 
customers more choice at retirement.  

• The £2trillion DB de-risking opportunity is compelling, and implies a much larger market 
than we currently have. We look forward to many years of growth here 
 

We are well placed to take advantage of these growth opportunities because of our IP 
 
Secondly, we have unrivalled, proprietary intellectual property that enables us to price more 
effectively than our competitors.   We use this IP to create competitive advantage in the 
individual GIfL and DB markets and will share further details with you at our capital markets 
day. 
 
Thirdly, we have a resilient capital position from which to grow, especially given the 
relatively low level of gearing. Margin expansion is reducing new business capital strain, 
even before we see the benefit of the cost synergies.  
 
Finally, Simon has highlighted the rapid pace at which we are tackling the cost synergies. I 
am delighted to be announcing an increased target after less than six months. The savings 
we have already achieved will make a material difference to our P&L in 2017, with more to 
come.  
 
So it has been a productive year so far, and our confidence about the future continues to 
grow. 
 
 



Before we open it up to Q&A, I want to highlight the capital markets day we plan to 
hold here at Numis on the morning of 5th October. 
 
We’ll be going into more detail on our business model, and why we think it is 
sustainable in growing markets. I do hope you can join us. 
 
With that, who wants to ask the first question? 
 
[questions from the floor] 
 
Operator are there any questions from those who have dialled in? 
 
In that case I’d like to thank you all again for your interest, and I hope to see you 
again in a couple of weeks time. 
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