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01.
FOREWORD
WELCOME TO THE THIRD EDITION
OF UK DB BULK PENSIONS
I N S U R A N C E — M A R K E T R E V I E W.

Andrew Ward
Mercer UK Leader
Risk Transfer l Strategic Solutions Group
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In our fast-moving, volatile economic and political
world, it is now even easier than it was to miss
the right deal or the right opportunity to transfer
pension risk, whether that’s a buy-in, buyout or a
longevity swap. Keeping in touch with the latest
developments in the UK DB risk transfer market is
important for all stakeholders, so we have sought
to bring you more of the latest information in this
market review, including all the latest deal statistics
covering 2016 — articles 3, 4 and 13 and our view on
where the market is headed in 2017 and beyond.
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02.
INTRODUCTION

David Ellis
Mercer UK Leader

Despite the reduction in low risk yields, particularly over
the first half of 2016, several schemes have accelerated
their bulk annuity processes to take advantage of
insurer competition during 2016. Pricing in 2016 remained
particularly keen for pensioners in payment, relative to
gilts, and this has been borne out in the deal statistics
for 2016 — more on this in article 3. For deferred
members, the market continues to see significant pricing
differences between insurers, despite most insurers
now getting more comfortable with the Solvency II
regime introduced on 1 January 2016. Indeed, the largest
pension plan buyout of 2016 led by Mercer, for RollsRoyce (£1.1 billion), included a significant proportion of
deferred members, demonstrating that with the right
strategy it is possible to obtain favourable pricing for
both pensioner and deferred populations.

Bulk Pensions Insurance Advisory
Risk Transfer | Strategic Solutions Group

We can be justifiably bullish on where the risk transfer
market is headed in 2017 and beyond, with groundwork
underway for super-size legacy deals from occupational
pension schemes and insurer back-books. These are
exciting times, and 2017 is already bringing a growing
pace and number of risk transfers against a background
of economic and political uncertainty. Monitoring and
decisive action will be the key to avoid missing the
right opportunity to transfer pension risk safely at the
right price, whether that’s a buy-in, buyout, longevity
swap (see article 4) or member-initiated options (see
article 5).
We are pleased to comment on the latest market
information and to include all of the latest deal
statistics — see tables in section 13.

In the longevity swap space, Mercer is pleased to have
been the lead advisor on all eight transactions in the UK
since the end of 2015 and is seeing an increased appetite
from trustees and sponsors to transfer this element of
pension scheme risk from pension plans of all sizes —
more on this in article 4.
As at the time of writing (May 2017), the exchange rate
(1.29 USD = 1 GBP and 1.15 EUR = 1 GBP) means that
sterling deficits are cheaper. Pension plans with overseas
parents may be encouraged to take proactive action to
either fund their UK pension plan deficits or transfer at
least some of their risks to an insurance company. Equity
performance has been strong, closing up more than 20%
over the 12 months to the time of writing and helping to
offset much of the damage caused over the same period
by falling yields. However, in current volatile markets,
opportunities will likely come and go, as will capacity in
the market, so it is important that trustee boards and
sponsoring employers can spot opportunities and position
themselves to exploit these opportunities when they arise
(see articles 7 and 12).
Mercer’s Strategic Solutions Group has led (as opposed to
being simply involved in) more than £18 billion of UK buy-in
and buyout transactions, including all six buyouts in the UK
involving a premium above £1 billion, and offers a genuine
one-stop shop for all advisory and transactional services
in relation to pension buy-ins, buyouts, longevity swaps
and member option exercises.
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03.
2016 WAS A RECORD YEAR, AS
£22 BILLION OF BULK ANNUIT Y
TRANSFERS TOOK PLACE
(£10 BILLION OF BULK ANNUITIES PURCHASED BY
P E N S I O N S C H E M E S P LU S £1 2 B I L L I O N O F I N S U R E R B AC KB O O K T R A N S F E R S)
2016 was a challenging and watershed year in the bulk
annuity market. For the first few months, the market was
brought to a virtual standstill by the introduction of the
Solvency II insurer capital reserving regime and, at the
time, the looming vote on the UK’s membership of the
EU. However, the former has also been the main driver in
persuading closed life insurers to start the process of selling
off their legacy annuity books to those insurers.
Neil Rogers
Risk Transfer | Strategic Solutions Group

Spurred by rising equity markets in the second half of
the year and by insurers becoming more adept at handling
Solvency II, the volume of pension schemes purchasing
annuities picked up and in the second half of 2016, the
volume of pension schemes transacting ended up being
double that in the first half of the year. Uncertainties
following Brexit in June and in the run-up to the US
elections at the end of 2016 appear to have increased
the determination of pension schemes to offload legacy
pension liabilities, rather than acting as a brake, as might
initially have seemed likely.
Taking stock, as 2017 progresses, the bulk annuity market
is now very busy. Looking a good few months ahead, a
concern will be whether and how the bulk annuity market
will cope with the level of demand. Key themes will be:
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• Perhaps £50 billion of legacy annuity back-books
are now stranded with closed insurers: These backbooks are affected by some of the complications of
Solvency II and may therefore need more specialist
management. When and if these might transfer to
active insurers (releasing a cash surplus to the seller)
is a question that has not yet been answered, and if
they do will this swamp the UK bulk annuity market?
• Timing opportunities: There is potential for bulk annuity
pricing opportunities to appear (and disappear) quickly
if and when bond markets react again to European, UK
or global issues. For those who are receiving pricing
updates and are in the right place at the right time,
there will be opportunities.
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• Freedom and choice: Increased member
enthusiasm for options (including transfer values
and pension increase exchange) represents a way
to reduce overall buyout costs, as demonstrated in
many schemes throughout 2014, 2015 and 2016.
• Deferred member pricing: We saw aggressive
pricing for deferred members return (at least
briefly) at the end of 2016, as insurers looked to
source a wider range of long-dated assets that
meet the requirements of Solvency II. Time will
tell if this pricing endures into 2017 or reverts to
more prudent levels.

UK Prudential withdrawing from the annuity market
has also resulted in a further reduction in insurers.
Fortunately, Scottish Widows, which entered the
bulk annuity market in 2015, has taken a substantial
share of the pensioner in payment market for midsize
and larger schemes (the market sector that UK
Prudential operated in), as borne out in the deal
statistics below.

MEDICAL UNDERWRITING
Last year saw the continuing and growing use
of medical underwritten bulk annuities (MUBAs).
We see this continuing at the small to midsize end
of the market in 2017 — more in articles 7 and 9.

M A R K E T C O N S O L I D AT I O N
AND NEW ENTRANTS
The merger of Just Retirement and Partnership to
form JRP Group (“Just.”) has reduced the number
of insurers in the market by one. This may not sound
like a big reduction, but both insurers were active
and previously competing against each other, so
this merger is potentially relevant for pensioner-inpayment cases that involve only a modest number of
members, for whom competition between more than
one medical underwriting insurer is important.

MARKET SHARE 2016
(EXCLUDING INSURER
BACK-BOOK DEALS)

MARKET SHARE
2008–2015
1%
10%

9%
3%

10%

9%

14%

27%

MARKET SHARE 2016
(INCLUDING INSURER
BACK-BOOK DEALS)
8%

1%

3% 1%

5%

9%

31%

25%

33%

33%

26 %

3%

13%

12%

6%

Aviva

Canada Life

Just Retirement
/ Partnership

L&G

MetLife

Phoenix Life

PIC

Prudential

Rothesay Life

Scottish Widows
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BULK ANNUIT Y BUSINESS VOLUMES (EXCLUDING INSURER BACK-BOOK DEALS)
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REPORTED 2016 BULK ANNUIT Y TRANSACTIONS OVER £100M
SIZE

TYPE

INSURER

SCHEME NAME

£1.2bn

Pensioners

Phoenix Life

Phoenix Life

£1.1bn

All

L&G

Vickers (Rolls-Royce)

£890m

Pensioners

PIC

Aon

£750m

Pensioners

L&G

ICI (9)

£650m

Pensioners

Scottish Widows

ICI (8)

£590m

Pensioners

Scottish Widows

ICI (11)

£465m

All

L&G

Undisclosed

£390

Pensioners

L&G

ICI (10)

£330m

Pensioners

L&G

ICI (7)

£250m

Pensioners

PIC

Smiths Group (TI Group) (5)

£245m

Pensioners

PIC

Undisclosed

£230m

Pensioners

PIC

Pilkington

£210m

All

Aviva

Undisclosed

£200m

Pensioners

Scottish Widows

Undisclosed

£190m

Pensioners

PIC

GKN

£160m

Pensioners

L&G

Undisclosed

£150m

Pensioners

PIC

Land Securities

£140m

Pensioners

PIC

ICI Specialty Chemicals

£135m

Pensioners

JRP Group

Aggregate Industries (3)

£110m

Pensioners

JRP Group

Land Securities

£104m

Pensioners

PIC

Undisclosed

£100m

Pensioners

PIC

Undisclosed

R E P O R T E D 2 0 1 6 I N S U R A N C E C O M PA N Y B A C K - B O O K T R A N S F E R S
SIZE

TYPE

INSURER

SCHEME NAME

£6bn

Pensioners

Rothesay Life

AEGON’s back-book annuities

£3bn

Pensioners

Legal & General

AEGON’s back-book annuities

£2.5bn

Pensioners

Phoenix

Abbey Life’s back-book annuities
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04.
LONGEVIT Y SWAPS — INCREASING
R ANGE OF OPTIONS FOR EFFICIENT
LONGEVIT Y RISK TR ANSFER
Mortality transfer activity heats up, with a further
six longevity swap transactions during 2016.

Andrew Ward
Mercer UK Leader
Risk Transfer l Strategic Solutions Group

THE CHALLENGE:
ADDRESSING LONGEVIT Y RISK
The majority of schemes have taken at least some steps to
manage equity, interest rate and inflation risks. However,
longevity risk is often completely unhedged. Furthermore,
unlike growth assets, longevity risk is not typically held
with an expectation that it will help close the funding gap.

T H E I M PAC T O F I N C R E A S I N G
L I F E E X P E C TA N C Y
Increasing life expectancy has been a major factor in rising
deficits over recent periods — unanticipated increases in
life expectancy have added approximately £200 billion to
UK private sector liabilities over the past 10 years alone
— with the associated damaging impact on contribution
requirements and company balance sheets.
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It remains possible that schemes are continuing to underreserve for longevity improvements. Indeed, Fitch Ratings
noted in August 2015 that “rising life expectancy is a
greater threat than low interest rates”. Similarly, recent
research by State Street in “Pensions with Purpose:
Meeting the Retirement Challenge” showed longevity risk
as the biggest concern for pension schemes.
That said, emerging evidence over 2016 could arguably
point to a “new normal” of lower improvement rates. In
reality, it is simply to early to say for sure.
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Unanticipated increases in
life expectancy have added
approximately £250 billion
to UK private sector liabilities
over the past 10 years alone.
THE SOLUTION –
LONGEVIT Y SWAPS?
Bulk annuities clearly remove this longevity risk, along
with all other risks and can allow schemes and sponsors
to fully settle liabilities. Therefore, they will remain the
longer term goal for a large number of pension schemes.
However, underfunding or a concern about locking-in to
current low yields may be a constraint for some schemes
in the shorter term.

OPTION

TRADITIONAL

W H AT I S I T ?

• Insurance contract with a UK insurer
acting as direct counterparty
• Reinsurance capacity accessed via
a transparent broking process
• Contractual terms (including
collateral) negotiated on a
case-by-case basis

Unlike bulk annuities, longevity swaps do not require
payment of assets to the counterparty at the outset of
the contract. This provides additional flexibility as assets
can remain invested either to generate returns or to
manage other risks as required.
From a corporate sponsor’s perspective, a longevity swap
offers the potential to remove a risk that is often viewed
as “unrewarded” without crystallising a funding deficit.
Furthermore, a swap can be transacted without adversely
impacting the balance sheet or profit and loss (P&L) under
the International Accounting Standard, IAS19.

NEW DEVELOPMENTS
The market for hedging longevity risk continues to
develop. There are now a number of alternative structures
that can be used to hedge risk, as illustrated below. These
can either offer easier implementation, lower costs or
more flexible hedges — the most appropriate approach will
depend on scheme specific criteria.

PA S S - T H R O U G H
• Bespoke “captive” or
insurer “pass-through” structure
acts as intermediary
• Scheme directly exposed
to reinsurers
• Traditional fronters and consultants
are now proposing “off the shelf”
structures

STREAMLINED
• Contract with a UK insurer based on
pre-agreed contractual terms
• Streamlined broking process involving
a pre-agreed panel of reinsurers
• Uncollateralised

TRANSACTION SIZE

>£500m

>£1bn

<£750m

BENEFITS

Tried and tested with insurer managing
operational and collateral processes

Reduction in intermediation costs for
larger schemes

Access to UK PRA regulated insurer
and FSCS

More flexible in the event of
future novation

Simplified structure allows smaller
schemes to efficiently manage
longevity risk
Access to UK PRA regulated
insurer and recourse FSCS
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LO N G E V I T Y S WA P T R A N S A C T I O N S D U R I N G 2 0 1 4 – 2 0 1 6

10

Pension scheme

Size (£m)

Date

Reinsurer/Counterparty

Mercer lead broker

Undisclosed

900

Dec 2016

Legal & General

Y

Undisclosed

300

Dec 2016

Smart DB (Mercer/Zurich Assurance/Swiss Re

Y

Undisclosed

50

Oct 2016

Smart DB (Mercer)/Zurich Assurance/Pacific Life Re

Y

Pirelli (2 schemes)

600

Aug 2016

Smart DB (Mercer)/Zurich Assurance/Pacific Life Re

Y

Manweb (Scottish Power)

1,100

Jul 2016

Abbey Life

Y

Serco

750

Dec 2015

Undisclosed

Y

Undisclosed plan

90

Dec 2015

SmartDB (Mercer)/Zurich Assurance

Y

RAC

600

Nov 2015

Scor

Involved

Scottish & Newcastle

2,400

Sep 2015

Friends Life (Aviva)/Swiss Re

Involved

AXA

2,800

Jul 2015

Reinsurance Group of America

Scottish Power

2,000

Feb 2015

Deutsche Bank/Abbey Life

MNOPF

1,500

Jan 2015

Pacific Life Re

Phoenix Group

900

Aug 2014

Reinsurance Group of America

BT

16,000

Jul 2014

Prudential (USA)

Aviva

5,000

Mar 2014

Munich Re/Scor/Swiss Re

Y

Involved
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L A R G E B U L K A N N U I T Y ( B L U E A R E A ) A N D LO N G E V I T Y S WA P S ( R E D A R E A ) 2 0 0 8 – 2 0 1 5

3,000

ICI

TRW

2,500

Philips

2,000

1,000
500

Total

EMI

1,500
C&W
Rank

GlaxoSmithKline

Thorn

T&N
Uniq

NCR ICI

MNOPF

Cadbury

MNOPF

CAA

Phoenix Life Rolls-Royce
Lehman Bros
ICI
Aon
Ntn Bank
ICI
ICI
Undisclosed
Undisclosed

0
-500

Berkshire

-1,000

Babcock

Pilkington

BA

-1,500

BA

Carillion

RAC
Serco

PGL
MNOPF

Akzo Nobel
BAe

BMW

-3,000
2009

2010

2012

ScottishPower

Scottish &
Newcastle
Axa

Rolls-Royce
2011

Pirelli
Undisclosed

ScottishPower

AstraZeneca

-2,500

2008

Bentley

ITV

RSA

-2,000

LV=

2013

BAe

Aviva
2014

BT

2015

2016

2017

*The mortality swap transactions for BT, £16 billion, and Aviva, £5 billion, would be off the bottom of the table, so are
instead shown just below the £3 billion line.
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05.
TA K I N G A C T I O N A N D F O C U S I N G
ON THE END GAME

Obtaining robust pricing can light up the way to
the true end game, be it insurance or some other risk
transfer strategy. With the right information, real action
might be possible; without it, what might have happened
will never happen.

David Arkinstall
Risk Transfer | Strategic Solutions Group

Only an actuary would call it good news, but every year pension scheme members get a
year older. It’s an inexorable trend of course, sure as eggs are eggs. But why is it good
news? Because it means liability durations reduce, making everything more predictable
— and “more predictable” means cheaper to insure and thus externalise. All of this means
increasing numbers of UK DB pension schemes are likely to be bought out with an insurer
in the coming years. Then consider that nearly all such schemes are already closed to
future benefit accrual and so are legacy arrangements, meaning what we have in the UK
(and worldwide) is a massive and an ever-increasing latent demand for buyouts. It’s not
the right strategy for some, but it is right in many cases.
For many of these increasingly mature schemes, continuing to run until the final member
dies is either impractical, unattractive to the sponsor or both. Externalising a scheme’s
liabilities with a bulk annuity insurer, at the right time and price, is therefore the best
option for many. Timing is important, but the destination is critical.
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So why is it common in some quarters for trustees,
sponsoring employers and their advisors to manage
their scheme essentially as if it will run on for decades
to come? Why is the focus not really on doing everything
achievable to close it down, cost efficiently and robustly?
The compliance work is necessary, but it’s not a means to
an end.
Take, for example, a mature scheme with assets of
£200 million and shortfalls on the technical provisions
and estimated insurer buyout bases of £20 million and
£40 million, respectively. Let’s say that the sponsoring
employer has limited cash at the moment and the longerterm covenant is not so good.
Perhaps unsurprisingly, the trustee and sponsoring
employer focus their time, energy and expense on first
calculating and then addressing the £20 million deficit.
Let’s say the sponsor and trustees arrive at a £4 million
per annum recovery plan. So far, so good — but what have
they really achieved? A valuable annual contribution, sure,
but the scheme continues unchanged. And it’s probably
still growing in size. And it’s still exposed to longevity,
inflation, regulatory and investment risks, to name a few,
even if the liabilities are hedged to provide protection.
The point is this strategy isn’t addressing what both the
trustee and the sponsoring employer actually want and
perhaps really need, which is to buy out and wind up
the scheme.
So have they missed an opportunity to remove some or
all of the liabilities by way of an insured buy-in or buyout?
And/or via some other risk transfer strategy? How do they
know without having proper insurer pricing on the table?
With the right information, real action might be possible;
without it, what might have happened will never happen.

Back to our example, what would happen if it proved
possible to insure some or all of the liabilities at a price
significantly lower than that hitherto estimated? That
would be an opportunity worth considering. What if the
buyout deficit was £25 million, not £40 million? Remember,
the deficit is the difference between two big numbers
so only a slight change to the liabilities can have a
profound impact on the deficit. What if so-called liability
management techniques reduced the deficit further, say
to £20 million? Might the employer then use some of its
limited cash to finish its pension problem once and for
all? Again, this would only be known and thus achieved by
focusing on what the trustee and sponsoring employer
really want and need, so obtaining pricing from insurers is
vital to enable this to happen.
Using monies otherwise earmarked to service the
recovery plan to enable some or all of the scheme’s
liabilities to be insured if the pricing is right might be
a more effective and efficient use of resources than
simply paying £4 million per annum until the next valuation
— especially when you consider that, by then, factors
might have conspired against the trustee and sponsoring
employer and increased the deficit yet again, thereby
achieving little or nothing in return for such contributions.
So perhaps a pensioner-only buy-in or buyout is possible
in the near term, perhaps funded in part by offering
members the choice of a larger pension now but which
has lower pension increases overall — and perhaps
coupled with an enhanced transfer value exercise for the
deferreds. Done correctly, the scheme might then be
half the size it was with a correspondingly smaller buyout
deficit. Now that is real progress!

So here’s a point to remember. When a trustee or a
scheme sponsor anticipates being in a position to insure
some or all of their scheme’s liabilities within, say, the next
three to four years, what it needs is robust management
information on which to base its strategy. Direct from
insurers, updated regularly.
Advisor-produced estimates of insurer pricing, by way
of contrast, are just that — estimates! Although advisors
can make a reasonable stab at the technical assumptions
insurers use for pricing, they are unable to gauge insurers’
appetites for the specific business in question. But this
can have a big bearing on pricing. It’s largely about supply
and demand after all, just like in any industry.
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06.
GETTING MORE OUT OF
YOU R BU Y- I N

John Martin
Risk Transfer | Strategic Solutions Group

Have you previously insured some or all of your pensioner population?
Do you think that means you can forget about them? Maybe you can — but
what if you could get cash back from the insurer or increase the level of
insurance without any additional contributions? Recent projects have proved
it is possible to do just that.

14
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Conventional wisdom is that once a group of pensioners
has been insured with a buy-in contract, the deal will sit
there until a buyout is completed at some point in the
future and the contracts are assigned to individuals.
However, in the past few years that theory has been
challenged with great success, by running a Pension
Increase Exchange (PIE) exercise and including the
previously insured members.
PIE exercises are nothing new, but they have become
increasingly popular in recent years as schemes and
employers look to reduce the cost and risk of providing
pension. The theory is simple: give members an option
to exchange some of their increasing pension for an
initially higher, flat pension. This is normally done for
pensions earned before 1997 (in excess of GMPs) where
no statutory increases apply. This can reduce deficits, as
well as exposure to inflation and longevity risks — and can
be particularly effective in reducing bulk annuity insurance
costs if done in advance of a transaction.

But how can you do this with benefits that have already
been insured? The benefit that a PIE can have on a
pension scheme also has implications to an insurer. If
members take up the option, the risk to the insurer
is reduced, the amount of capital they need to hold is
reduced, and so the cost of providing insurance is also
reduced. After a successful PIE exercise, the insurer can
therefore return some premium to the scheme (that is,
a cash refund) or take additional business for no more
premium, as the insurer has just freed up some capital.
The key is to agree the terms with the insurer prior to
running the PIE so all parties are clear on the potential
financial benefits.
Put simply, the scheme could get something for nothing by
releasing capital from a deal that has already been done,
while giving members something that they desire, with
advice and on fair terms.

2,500

2,0 0 0

1,500

1,0 0 0

500

0

TIME
PENSION AFTER PIE

PENSION BEFORE PIE
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0 7.
MERCER PENSION RISK
E X C H A N G E ® — C R E AT I N G A C L E A R
LINE OF SIGHT TO A POTENTIAL
“END GAME”
Where next? Daily estimates for bulk annuity pricing,
and also new capabilities in the longevity swaps space

Adrian Marshall
Risk Transfer | Strategic Solutions Group

16

Mercer Pension Risk Exchange has been expanded
with additional functionality, enabling clients to directly
compare actual insurer prices with asset values, technical
provisions, accounting liabilities and many other metrics.
The underlying engine has been developed to track
approximate pricing on those dates where actual insurer
prices are not available and to enable daily comparisons
versus other metrics, using live interest and inflation
swap yields.
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INSURER HITS
S A L E S T A R G E T,
LEADING TO
REDUCED APPETITE

NEW ENTRANT’S
PREMIUM
“NORMALISES”

10%

NEW ENTRANT
PRICING LOWER TO
AT T R A C T B U S I N E S S

INSURER KEEN
TO WIN BUSINESS
BEFORE ITS
YEAR-END
INSURER HAS
INCREASED
APPETITE FOR
BUSINESS

SEVERAL MONTHS

P R I C E S O B TA I N E D V I A M E R C E R P E N S I O N R I S K E X C H A N G E A R E
ACTUAL INSURER PRICES
The Exchange provides pricing directly from the
insurers on a regular basis — not pricing estimated by
Mercer derived from broader insurer pricing information.
This is real-life insurer pricing, not indicative pricing.
It’s like receiving a range of formal bids from insurers
each month, often starting years before pension plans
are ready to transact.
Insurers’ pricing and terms are based on transactionquality, detailed, plan-specific disclosures covering not
only the plan’s benefits and individual member level data
but also the plan’s wider commercial situation — the same
information that is used when plans actually transact.

1. Mercer Pension Risk Exchange is a transparent,
online platform bringing together buyers and sellers
of pension buy-ins and buyouts. This facilitates the
discovery of opportunities in a way never seen before.
2. The Exchange allows insurers to see your pension plan’s
(anonymised) data directly and permits insurers to
make exclusive proposals for buy-in or buyouts that you
wouldn’t otherwise obtain — for example, if an insurer is
temporarily able to offer improved pricing.
3. The Exchange assists in decision-making and facilitates
the selection of optimal timing for a future buy-in or
buyout, thereby improving outcomes.
4. All insurers active in the UK bulk annuity market support
the Exchange, and it works for all deal sizes and deal
types (buy-ins, buyouts, medically underwritten bulk
annuities, etc.).
5. By producing plan-specific disclosures upfront, it
permits faster decision-making and eventual deal
execution, allowing trustees and sponsors to take
advantage of often fleeting windows of opportunity.
17
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Improved information becomes more critical
when a buy-in or buyout is being considered,
as sponsoring employers and trustees need to
know they’re doing the right thing at the right
time in managing their pension obligations and
need to know the commercial insurance pricing
for their own pension plans at all times, enabling
them to take any opportunities that could arise.
The UK pension buy-in and buyout market hasn’t
always lived up to these ideals and, in many
ways, hasn’t operated as efficiently as it could.
Sometimes insurer pricing has been difficult
to obtain quickly and cheaply, and obtaining
regular insurer pricing has tended to require a
bespoke approach with either just one insurer
or a small group of insurers. This approach isn’t
easy to maintain for lengthy periods and may
inadvertently omit insurers that could have
offered the best pricing at that time.
Mercer Pension Risk Exchange solves these
problems and, as a result, won the Pensions
Age “Innovation Award of the Year” and the
European Pensions Innovation Award, both in
2016. It brings real clarity to the UK pension
buy-in and buyout market by supporting a
two-way information flow between buyers
and sellers of bulk annuities and provides
information everyone needs, instilling the
confidence needed for decision-makers to
act decisively when the time is right.

18

“I think that this is a brilliant
initiative. I would encourage
sponsoring employers and
trustees with a buy-in or
buyout in their short- to
medium-term plans to give
this a very close listen.”
— Steve Southern
(Director), Steve Southern
Trustees Limited

The Exchange has now also branched out
beyond the traditional areas of buy-ins
and buyouts into longevity swaps. In these
exercises, the Exchange is used in a similar
way, bringing together buyers and sellers
to deliver real-life pricing ahead of any
full-scale project.

MARKET REVIEW 2017
6

“An impressive submission in
a highly competitive category,
this firm’s entry displayed true
innovation with
clear benefits for the
pensions space.”
— Pensions Age, 2016
(Innovation Award
of the Year)
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08.
ACHIEVING ACCOUNTING
SETTLEMENT OF BILLIONS OF
P O U N D S O F P E N S I O N L I A B I L I T Y,
R A P I D LY A N D A F F O R D A B LY
Rapid accounting settlement is now the new norm — and
often at a much lower economic price than previously
anticipated. High-profile recent transactions include:
• Vickers Rolls-Royce* (£1.1 billion buyout in 2016)
• Philips* (£2.4 billion of pension liability that was bought
out during 2015, plus an additional £1.1 billion that was
converted from buy-in to buyout during 2015)
David Ellis

• TRW* (£2.5 billion buyout in 2014)

Mercer UK Leader
Bulk Pensions Insurance Advisory
Risk Transfer | Strategic Solutions Group

All of these transactions combined the management of several subprojects run in parallel to
settle huge amounts of pension liabilities, in projects lasting 12 months or less from inception to
accounting settlement and buyout.
*Mercer-brokered transactions
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The Philips and TRW transactions:
• Highly valued options given to members that would not otherwise be available
• Full personalised financial advice provided to members
• The security of an annuity provided for those members who did not prefer other options
Both of these sponsor-led projects (fully supported by the trustees) demonstrate how it’s possible to overcome all
legal, administrative, and financial obstacles to buyout pension liabilities and offer financial advice and member options
(to tens of thousands of members) in parallel. To achieve this over a short period of time requires a combination of bulk
annuity broking experience, the ability to hedge investment risks throughout, and, not least, the ability to overcome
administrative and data issues and to organise high-quality member-option programmes.
The end result is that the real economic cost of settling all scheme liabilities can be below any desktop actuarial
estimate of buyout pricing.

P H I L I P S O B J E C T I V E : S E T T L E L I A B I L I T I E S D U R I N G 2 0 1 5 F O R A G I V E N C A P I TA L I N J E C T I O N

Deferred members
(non-insured)

ETV*
WULS*

PIC BUYOUT
+

Pensioners
(non-insured)

PIE*
WULS/
TCLSDB*

Rothesay
buy-in

PA Y W U L S /
TCLSDB* OR ET V
+
R O T H E S AY A N D
PRUDENTIAL
BUYOUTS

Prudential
buy-ins

S TA R T I N G P O I N T

9 MONTHS

END POINT

*ETV = Enhanced Transfer Values, WULS = Winding Up Lump Sums, PIE = Pension Increase Exchange,
TCLSDB = Trivial Commutation Lump Sum Death Benefits

21

UK DB BULK PENSIONS INSURANCE

09.
INVESTMENT
C O N S I D E R AT I O N S
WHEN TRANSACTING
A BULK ANNUITY
Trying to transact a bulk annuity without successfully
incorporating investment considerations can feel like trying
to board a moving bus, while carrying lots of luggage!

Suthan Rajagopalan
Risk Transfer | Strategic Solutions Group

Negotiating the price of a bulk annuity is only halfway towards
successfully completing a transaction. The key metric for the
sponsor in a buyout will be the gap between the fund’s assets
and the insurer’s premium at completion — which is a fastmoving item! Sponsors usually have a fixed budget for their
shortfall contribution, and transactions can fail at the final
stages if the assets and premium diverge at the wrong time,
pushing up the sponsor’s costs to complete a buyout.

Considerable focus is therefore required on the assets
that will be used to pay the buyout premium — the other
half of the equation. To secure a buyout, it’s important
to determine how the premium will be paid early in the
process, prior to exclusivity being offered to an insurer.
Coordination of investment negotiations should therefore
sit alongside price negotiation and selection discussions
to deliver the most effective combined solution, in terms
of cost and risk.
Key investment considerations when transitioning
into a bulk annuity buyout include:
1. Gaining price transparency
2. How to invest to secure certainty of affordability

The scheme’s initial asset portfolio is unlikely to match
the behaviour of the insurer’s price, and the relative
movements can be large even on a daily basis. So what
can be done to stabilise the economics of a transaction?
To reduce or eliminate this risk, the scheme can negotiate
a price-tracking mechanism by which changes in the
insurer’s pricing can be matched by changes in value of
an agreed investable asset portfolio. Benefits of such a
price-tracking portfolio are that it provides reassuring
price certainty to the trustees and corporate sponsor
alike and can help guide investment decisions around
hedging the bulk annuity price. However, part of the full
premium will usually be coming from the sponsor after
completion, and this will typically be held by the sponsor
as cash, which may not be in the price-tracking portfolio,
making it harder for the fund to match.

3. What to deliver to pay the insurer’s premium
4. Investment restructuring and transition
5. Avoiding a trapped surplus
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Once investment risks relative to the price-lock/
tracking portfolio are identified and the trustees have
decided what investments to hold in the closing stages
of executing the bulk annuity, the next decision is around
what assets to use to pay the premium — that is, whether
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to transition into assets suitable to fund the annuity
policy or to plan to liquidate existing holdings and meet
the premium through cash. The insurer will want to know
what it is going to receive and when so that it can plan any
hedging and investment activities.
The simplest situation is where the scheme has moved
to holding the price-tracking portfolio, as the insurers
will usually accept full in-specie delivery of this portfolio.
Transitioning assets into those the insurer will accept
can be used to progressively lock in to the selected
insurer’s price, creating affordability certainty, while also
potentially managing transition costs. However, there are
some complexities where this is not the case:
• First, although rate and inflation-hedging derivatives
can normally be novated to the insurer, there can be
difficulties when the collateral terms do not match
those of the insurers. This can lead to differences in
valuations and a shortfall in premium.
• A second complexity is introduced through the use
of pooled funds. In many cases, tranches of assets
can be extracted from within pooled funds — albeit
this depends on the willingness and flexibility of the
pooled fund investment manager and dealing dates,
which will need to be incorporated within the scheme’s
transition plan. Assets transferred out of pooled funds
would typically form a pro-rata slice of the fund so that
economic characteristics are preserved but, ideally, the
numbers of holdings are reduced. If the pooled fund can
only deliver cash, then care will need to be taken with
the timing of the risk transfer.

• Illiquid assets can present challenges as well. If the
insurers will accept them, there may be some debate
about their valuations. Where the insurers do not
want to own, then the options with respect to timing
and potential realisation values at a sale will need to
be considered. It may be possible to pay some of the
premium after a deferral period that enables a sale, but
this structure is likely to incur extra costs that will need
to be compared against the lower realisation values
from a quicker asset sale.
• The final consideration is the risk of a trapped surplus.
This can arise if the sponsor pays additional funds to
complete the purchase of the bulk annuity that covers
all the liabilities but then the insurer refunds part of
the premium as the result of a data cleanse. Sponsors
are rightly keen to avoid trapped surplus, as they
would normally get spent on augmentations or suffer
penal taxation when the sponsor could have paid in
less money and avoided the surplus. The potential for
refunds of premium can usually be avoided, but this
usually involves some form of data risk transfer to the
insurer. Alternatively, a small part of the premium can be
deferred and then reduced by any refund.
It is also important to consider the period straight after
a transaction has been completed to ensure that the all
benefit payments can be funded. The trustee will have
little or no money left and will need cash flows to be
covered by the insurers.

MERCER
BUYOUT AND
INVESTMENT
ADVICE

Assets progressively
traded into insurer
price-linked assets
Insurer nonacceptable
bonds
SCHEME’S
LDI
PORTFOLIO

C O U N T E R PA R T Y
BANKS

BOND
MARKET
Cash and
acceptable
bonds

Liability and
currency
hedging swaps
Cash and
acceptable
bonds

BULK
ANNUITY
PROVIDER
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10.
SCENARIOS OF
F U T U R E M O R TA L I T Y
Maturing pension schemes are gradually minimising
financial uncertainties. Is it therefore time to give more
focus to uncertain developments in longevity? A scheme can
assess this risk using the latest industry-leading techniques
that are used by most UK insurers but often neglected by
both large and small pension schemes.

Phil Caine
Risk Transfer | Strategic Solutions Group

DB schemes are finding more and more ways to reduce their risk through well-focused investment
strategies. We’re seeing more instances of schemes, particularly the more mature ones, in which
the returns on risk assets are no longer the biggest unknown in the scheme’s funding, with
uncertainties over members’ longevity taking over. For example, under current low-yield financial
conditions, a one-year life expectancy increase can add 5% or more to benefit costs.
Since records of life expectancy began, we’ve seen numerous world events, medical advances and
other factors having dramatic effects on life expectancies — almost entirely unforeseen. There’s
too much going on in the world, even from one year to the next, for anyone to confidently predict
how life expectancy will move, but it would be imprudent to ignore how it might progress.
It is now possible to illustrate and explore the input of the following five scenarios on longevity
and your pension scheme funding:

LIFESTYLE
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W E A LT H
ENVIROMENT

MEDICAL

R E G E N E R AT I V E

ANTI-AGEING
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1. SCENARIOS OF FUTURE
C H A N G E S I N M O R TA L I T Y
An important step in dealing with longevity risk is to
understand the range of effects it could have on a
scheme’s funding:
• Mathematical models are available to schemes that
will project past life expectancy fluctuations into
measurable ranges of future uncertainties.
• More focused studies can give insights into how
society’s key driving factors (social and medical
— see diagram) can follow through to overall life
expectancy movements.
These are two very different ways of looking at
uncertainty, but with one thing in common — they
result in ranges of long-term outcomes significantly
wider than the differences you might see between the
mortality estimates being made by schemes, insurers and
government bodies.

2 . E S T I M AT I N G C U R R E N T
M O R TA L I T Y ( B E F O R E A L LO W I N G
F O R F U T U R E S C E N A R I O S)
As well as assessing how mortality might change in the
future, we also need to estimate our “starting position”
— that is, the mortality of our scheme members over
the next one year. Individuals living in different parts
of the country and doing different jobs in different
socioeconomic groups will have very different initial
mortality rates:
• Smaller schemes can determine their current mortality
rates by benchmarking to similar members of other
schemes, by age, occupation, gender, pension size
and postcode.
• Larger schemes can do the same benchmarking,
plus can go further and assess their own historic
mortality data using modelling techniques to develop
scheme-specific longevity rates without constraints of
“standard” mortality tables.

Even putting aside significant world events, entirely
conceivable scenarios — such as policy changes
to government healthcare funding or trends in
smoking and vaping — can affect liabilities by several
percentage points.
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11.
MEDICAL UNDERWRITING —
NOT JUST BULK ANNUITIES
B U T A L S O VA L U AT I O N S
The Medically Underwritten Bulk Annuity (MUBA) market
has led to a relatively new technical phenomena: Medically
Underwritten Mortality Studies (MUMS) for pension
schemes, which effectively means choosing mortality tables
for the scheme’s technical provisions valuation by taking
account of the results of a medical underwriting study.

Jo Carter
Risk Transfer | Strategic Solutions Group

Where the scheme contains a relatively small numbers of pensioners in payment, or if a large part
of the liability of the scheme is concentrated into a few individuals, or if trustees suspect that the
health of members is “non-standard” for some reason relative to what might normally be expected
for that industry, region and job-type, then a medical analysis of those individuals can lead to a
re-consideration of the mortality table that would otherwise be used.

T E C H N I C A L C O N S I D E R AT I O N S
• Traditionally, medical surveys were used by insurance companies to set premiums for “one
year” life cover policies — a completely different timescale to that which pension schemes
are interested.

LIFE COVER POLICIES
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PENSION SCHEME
LIABILITIES

Focus of analysis

Mortality (i.e. risk of death in the next
one year)

Longevity (i.e. risk of living a very long time)

Being prudent means …

Lower life expectancy

Higher life expectancy
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• Subjective interpretation is needed after the medical
survey has been completed, in order to extrapolate
from the “one year probability of death” in order to get
a mortality table that can predict the future 20 or 30
years, which is what is really needed. A sample question
would be, to what extent does mortality revert to the
normal expected path in the future as the effects of
the member’s current health start to “wear off”? This
would depend on the nature of the specific health
condition and there is even some opinion that ability to
recovery from certain conditions at younger ages is an
indicator of more positive health in retirement, so there
is not a simple answer. Specialist actuarial advice will
be needed to interpret the results of a MUMS exercise
and its incorporation into trustees’ and sponsors’ life
expectancy assumptions.
• It makes some sense to concentrate resources on
those with larger benefits, as clearly they will have the
most impact on liabilities. However, if a few individuals
are known, based on personal knowledge, to have poor
health, then targeting just those individuals would mean
imprudently ignoring those expected to be in better
health, therefore distorting the overall analysis.
• Be cautious of claims of near-certain substantial
savings. The average assessments from well-informed
actuaries (before any prudence margins) for current
mortality are typically close to those actually being
seen in pension schemes. If some were substantially
overestimating mortality due to a lack of medical
information, then there would need to be a similar
number substantially underestimating.
• It is not straightforward to convert mortality loadings
that have been calculated at an individual member level
into a generic loading that can be applied to a mortality
table for the scheme as a whole. Incorrect averaging
processes will often result in an overall loading that
is too heavy, leading to an undervaluing of the overall
scheme liability.

• For confidentiality reasons, medical information is often
gathered from members on the condition that it will
not be passed back to the trustees. How this stacks up
with the idea that the trustees might legally own the
scheme’s data is not immediately clear, but medical data
is among the most sensitive that a scheme can hold and
handling it confidentially and in accordance with the
member’s understanding is absolutely vital.
• A MUMS exercise will take two or three months, will
involve quite a lot of work and will be disruptive to
members. Take a moment before starting to determine
whether there are likely mortality effects that would be
picked up more quickly and cheaply by a proven analysis
based on postcodes, pension sizes and type of industry/
occupation (and schemes’ own death data in the case of
larger schemes).

BULK ANNUITY BROKING
C O N S I D E R AT I O N S
• Although a successful MUBA would directly use medical
underwriting that is carried out to the satisfaction
of an insurer, we are yet to see evidence of insurers
incorporating the output of separately commissioned
MUMS exercises in their premiums, and there is no
guarantee that any liability savings would carry through
to eventual bulk annuity costs.
• Similar to a MUBA, a MUMS exercise might highlight a
relatively healthy membership. Schemes are likely to be
duty-bound to disclose the results of a MUMS, and this
could increase the costs of eventual de-risking.
• There are certain insurers currently unwilling to quote
for a scheme that has carried out any type of medical
underwriting in the last few years. This may mean fewer
insurers are willing to provide a bulk annuity quotation
for the scheme in the future.

M A R I TA L I N F O R M AT I O N ,
CONFIDENTIALITY ISSUES
AND POTENTIAL MEMBER
DISRUPTION
• One benefit of the exercise is to identify who is
married and if married, the age of the spouse. This is
an important factor that drives long term liability, but it
doesnt need a MUMS study to gather it.
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12.
MEDICAL UNDERWRITING — A KEY
TO UNLOCKING OPPORTUNITIES OR
T H E K E Y TO PA N D O R A’ S B OX?

Martyn Phillips

The Medically Underwritten Bulk Annuity (MUBA) market
developed out of the established individual retail annuity
market, with several insurers now offering solutions. The
first MUBAs were completed in December 2012, yet during
2015 they accounted for over 25% of all bulk annuity deals
below £100 million (these deals can also be expressed as
representing almost 10% of all bulk annuity deals by value
or nearly one-third by number over 2015). In the first three
years, MUBAs established themselves firmly as a viable
option for pension scheme de-risking.

Risk Transfer l Strategic Solutions Group

The first two insurers active in this market (Partnership
late in 2012 and then Just Retirement in 2013) were
both mono-line insurers from the retail annuity market
that specialised in medical underwriting (between these
insurers they wrote over 90 MUBAs by the end of 2015,
covering well in excess of £1.5 billion of liabilities). The
insurers merged in early 2016 to form JRP Group. In
addition, established UK life insurers Aviva and Legal
& General have interest in MUBAs, alongside their
conventional (not medically underwritten) annuity
business — between them they have completed a
handful of MUBAs, with Legal & General’s “top-slicing”
transaction with Kingfisher at the end of 2015 at £230
million being the largest MUBA so far.
A MUBA attempts to discover additional information in
relation to members’ health and lifestyle (and hence
their individual life expectancies). Traditionally, the
longevity assumptions made by insurers for bulk annuity
pricing purposes have been based primarily on only
four key member risk indicators; age, gender, postcode
and size of pension, together with scheme mortality
factors — industry of employer, historical information
and nature of employment. An “allowance” for some level
of impairment among the population is made. In reality,
MUBAs are a natural extension to the bulk annuity market
in that, in recent years, insurers have sought to use
increasingly detailed data to value liabilities on a more
28

refined basis. The ultimate aim of MUBAs, for sponsoring
employers and trustees, is to achieve a premium saving
where the members being underwritten have shorter life
expectancies than the insurers would otherwise assume.
In addition to MUBAs involving entire pensioner
populations, schemes often may have a relatively
small number of members who carry a significant and
disproportionate proportion of the overall liability —
completing a MUBA for only this population is termed a
“top-slicing” MUBA. Under a top-slicing MUBA, the largest
pensions in payment may account for a large proportion
of the total pensioner liabilities (and in the absence of
health and lifestyle information, insurers would typically
include margins for prudence within their longevity
assumptions for such large individual liabilities). It takes
only a small proportion of these members or their
spouses to have some conditions (diabetes, high blood
pressure, etc.) in order to have a material impact on their
premium, and a sufficient enough impact on the whole
scheme to make the exercise potentially worthwhile.
If just a cross-section of the scheme’s membership is to
be insured, then insurers will want to see that this crosssection has been chosen in a straightforward manner
— for example, all pensioners above £X per annum. All
members in that category would then be included within
a transaction regardless of whether they provide health
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and lifestyle information; it is important for the insurers
to be able to convince themselves that a “cherry picked”
population has not been used. A potential ancillary
benefit of medical underwriting is that, in having up-todate information on members’ current health status,
insurers may reduce the level of margins for prudence
that would otherwise be included in their pricing bases,
thereby reducing the premium otherwise charged.
MUBAs will not be suitable for all schemes. As trustees
will be required to share any medical data with insurers,
before embarking on a process of obtaining underwritten
quotations they should consider whether they believe an
underwritten approach could be advantageous. Some of
the points for detailed consideration before embarking
on a process would include:

• Numbers of members to be included (an exercise that
underwrites only a modest number of members will be
more practical)
• Any areas of high concentration of risk (that is, whether
top-slicing would be viable)
• Known health or lifestyle conditions among the
population being considered
• Strong view by trustees and/or sponsor on life
expectancy of pensioners (given their insight to the
population under consideration), which may differ to
insurer and scheme actuary views
• Historic number of ill-health-related early retirements
Although potential financial gains could be made as
a result of medical underwriting, other important
considerations need to be debated:

• Additional expenses potentially incurred to
complete a transaction
• Potential exclusion from future access to part of the
bulk annuity market (currently, three insurers will not be
willing to provide pricing for a few years after medical
underwriting information has been collected, as they are
unable to use this data) — this is Pandora’s Box, as once
you have gathered this information, you cannot “unknow
it” and are compelled to disclose you have it
• A higher price could be the outcome if the population
is healthier than “average”
• Importance of considering spousal entitlements,
as details of spouses’ existence and their health will
be collected
• Reaction of membership upon a request to provide
medical and lifestyle information
• Ensuring an appropriate technical provisions
figure for cost assessment (applicable solely to
top-slicing transactions)
On balance, embarking on a MUBA may have possible
upsides, but all parties should embark on such a journey
fully informed and with the greatest insight into the
potential outcomes and implications. We do see the
market for MUBAs as a permanent fixture; however,
the approach to such trades and the processes adopted
need to be carefully considered and as many options
kept open until such point in time when a transaction
can be pursued.

• Additional work and potentially longer
timescales involved

POSSIBLE APPROACH TO INTEGRATING MUBAS INTO A BULK ANNUITY BROKING PROCESS

Negotiate
and choose
insurer (nonunderwritten)

OR
Scheme receives first round of
non-underwritten pricing)

OR

Negotiate and
choose insurer
(medically
underwritten)

Complete
underwriting
post-buy-in (with
or without cap on
price impact)

Third party
specialist
data gatherer

Medical
questionnaire/
interviews/GPRs
(c4–6 weeks)

Third party data
room for sensitive
medical data

Negotiate and
choose insurer
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13.
LIST OF BULK ANNUITY
AND LONGEVITIES SWAP
TRANSACTIONS
A.

UK BULK ANNUIT Y TRANSACTIONS BY INSURER (£M)

2008

2009

2010

2011

2012

2013

2014

2015

2016

Market share
2008–2014 /
2015–2016

Aegon

124

155

26

0

0

0

0

0

0

1%/0%

Aviva

881

176

873

1,076

188

379

874

984

620

9% / 7%

Canada Life

0

1

1

7

1

0

0

32

144

0%/1%

Just Retirement
& Partnership

0

0

0

0

4

91

688

1,235

943

2%/10%

Legal & General
(L&G)

2,101

1,380

999

1,517

1,056

1,317

5,971

1,977

3,339*

30%/24%

Phoenix Life

1,200

0% / 5%

Pension Insurance
Corporation (PIC)

1,665

1,095

703

651

1,469

3,745

2,567

3,811

2,530

25% / 28%

Prudential

1,124

0

900

338

412

245

1,710

1,508

0

10%/7%

Rothesay Life

2,081

904

1,758

1,605

1,372

1,730

1,394

2,333

120*

23%/11%

0

0

0

0

0

0

0

400

1,474

0% / 8%

7,976

3,711

5,260

5,194

4,501

7,507

13,203

12,280

10,370

100%

Scottish Widows
Total

* The above table shows the total premium paid to insurers by occupational pension schemes, it does not include insurer
to insurer back-book premiums. During 2016 some £6 billion of AEGON’s back-book annuity business was transferred
to Rothesay Life and £3 billion to Legal & General. A further £2.5 billion of back-book annuities was acquired by
Phoenix Group as a result of its purchase of Abbey Life at the end of 2016.
Due to consolidation within the bulk annuity market, the bulk annuity transactions written by AIG, MetLife Assurance
Limited and Paternoster are now shown within Rothesay Life’s figures. Transactions written by Lucida are similarly
shown within Legal & General’s figures. The figures for transactions written by Partnership and Just Retirement have
been combined, to reflect the merger of those two insurers..
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B.

L ARGEST BUYOUTS (EXCLUDING BUY-INS) 2008–2016

Rank Scheme name

Premium (£m)

Type

Insurer

Date

Lead broker

1

TRW

2,500

Pensioners

L&G

Nov 2014

Mercer

2

Philips

2,400

All

PIC

Nov 2015

Mercer

3

EMI

1,500

All

PIC

Jul 2013

Mercer

4

Vickers (Rolls-Royce)

1,100

All

L&G

Nov 2016

Mercer

5

Thorn

1,100

All

PIC

Dec 2008

Mercer

6

T&N

1,100

All

L&G

Oct 2011

Mercer

7

Uniq

830

All

Rothesay Life

Dec 2011

LCP

8

Rank

700

All

Rothesay Life

Feb 2008

Mercer

9

MNOPF Old Section

680

All

Rothesay Life

Dec 2012

Towers
Watson

10

Lehman Brothers

675

All

Rothesay Life

Apr 2015

PwC

11

NCR

670

All

PIC

Nov 2013

Towers
Watson

12

Ferranti

600

All

Prudential

Jun 1999

Mercer

13

Undisclosed

534

All

PIC

Apr 2015

LCP

14

InterContinental Hotels Group

440

All

Rothesay Life

Aug 2013

Mercer

15

Powell Duffryn

400

All

Paternoster

Mar 2008

Aon
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C . 	U K B U L K A N N U I T Y T R A N S A C T I O N S ( B U Y - I N S A N D B U Y O U T S ) O V E R £ 1 0 0 M I L L I O N
2008–2016
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Mercer lead
broker

Name

Size (£m)

Type

Insurer

Date

Phoenix Life

1,200

Pensioners

Phoenix Life

Dec 16

Vickers (Rolls-Royce)

1,100

All

L&G

Nov 2016

Y

GKN

190

Pensioners

PIC

Nov 2016

Y

Undisclosed

500

All

L&G

Nov 2016

Smiths Group (TI Group) (5)

250

Pensioners

PIC

Oct 2016

ICI Specialty Chemicals

140

Pensioners

PIC

Oct 2016

ICI (11)

590

Pensioners

Scottish Widow

Sep 2016

ICI (10)

390

Pensioners

L&G

Sep 2016

Aggregate Industries (3)

135

Pensioners

JRP

Sep 2016

Undisclosed

150

Pensioners

PIC

Sep 2016

Pilkington

230

Pensioners

PIC

Aug 2016

Land Securities

110

Pensioners

JRP

Jul 2016

Undisclosed

160

Pensioners

L&G

Jun 2016

ICI (9)

750

Pensioners

L&G

Jun 2016

ICI (8)

630

Pensioners

Scottish Widows

Jun 2016

Undisclosed

200

Pensioners

Scottish Widows

Apr 2016

ICI (7)

330

Pensioners

L&G

Mar 2016

Aon

890

Pensioners

PIC

Mar 2016

VA Tech (Siemens) (2/2)

208

All

PIC

Dec 2015

TKW Group

300

All

Aviva

Dec 2015

Kingfisher

230

Pensioners (med)

L&G

Dec 2015

Philips Pension Fund (4)

2,400

All

PIC

Nov 2015

Y

Confidential — Project Angus

104

All

L&G

Nov 2015

Y

Wiggins Teape

400

Pensioners

Scottish Widows

Nov 2015

Confidential — Project Verona 2015
(3/3)

118

Pensioners

Just Retirement

Oct 2015

Y

Confidential — Project Brussels

188

PPF rescue

PIC

Aug 2015

Y

ICI Speciality Chemicals

219

Pensioners

Prudential

Aug 2015

Civil Aviation Authority

1,600

Pensioners

Rothesay Life

Jul 2015

ICI (6)

500

Pensioners

Prudential

Jun 2015

ICI (5)

480

Pensioners

L&G

Jun 2015

Alcatel-Lucent

300

Pensioners

Aviva

Jun 2015

Lehman Brothers

675

All

Rothesay Life

Apr 2015

Northern Bank

670

Pensioners

Prudential

Apr 2015

Undisclosed

534

All

PIC

Apr 2015

ICI (4)

500

Pensioners

L&G

Mar 2015

Y
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Size (£m)
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Insurer

Date

Taylor Wimpey plc

206

Pensioners (med)

Partnership

Dec 2014

Confidential — Project Rome

120

All

Rothesay Life

Dec 2014

Y

Confidential — Project Golf

370

PPF rescue

Rothesay Life

Dec 2014

Y

Aon Minet (3/3)

210

Pensioners

PIC

Nov 2014

TRW

2,500

Pensioners

L&G

Nov 2014

ICI (3)

300

Pensioners

Prudential

Nov 2014

Undisclosed

200

Pensioners

PIC

Nov 2014

Uniac

129

Pensioners

L&G

Oct 2014

Makro

185

All

Rothesay Life

Sep 2014

Philips Pension Fund (3/4)

310

Pensioners

Prudential

Sep 2014

Confidential — Project Shale (2/2)

124

Pensioners

Rothesay Life

Aug 2014

Undisclosed

170

Pensioners

PIC

Jul 2014

Interserve

300

Pensioners

Aviva

Jul 2014

Total

1,600

Pensioners

PIC

Jun 2014

Philips Pension Fund (2/4)

304

Pensioners

Prudential

Jun 2014

Western United Group Pension (3/3)

280

Deferreds

Rothesay Life

May 2014

Church of England

100

Pensioners

Prudential

Mar 2014

ICI (2)

600

Pensioners

Prudential

Mar 2014

ICI (1)

3,000

Pensioners

L&G

Mar 2014

Western United Group Pension (3)

111

Pensioners

Rothesay Life

Mar 2014

GKN (1/2)

123

Pensioners

Rothesay Life

Jan 2014

NCR

670

All

PIC

Nov 2013

Undisclosed

220

All

PIC

Nov 2013

TI Group (4)

170

Pensioners

PIC

Sep 2013

JLT (1/2)

120

Pensioners

Prudential

Sep 2013

InterContinental Hotels Group

440

All

Rothesay Life

Aug 2013

Philips Pension Fund (1/4)

484

Pensioners

Rothesay Life

Aug 2013

Equitable Life

336

Deferreds

L&G

Jul 2013

Y

EMI

1,500

All

PIC

Jul 2013

Y

Cobham

280

Pensioners

Rothesay Life

Jul 2013

Confidential — Project Victoria (1/2)

102

Pensioners

PIC

Apr 2013

First Quench

176

PPF rescue

PIC

Apr 2013

Confidential — Project Green

255

All

L&G

Mar 2013

Smith & Nephew (main + exec
schemes)

190

Pensioners

Rothesay Life

Jan 2013

Undisclosed

100

Unknown

PIC

Dec 2012

Y

Y

Y

Y

Y
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Name

Size (£m)

Type

Insurer

Date

Tate & Lyle (1/2)

347

Pensioners

L&G

Dec 2012

MNOPF Old Section (3/3)

680

All

Rothesay Life

Dec 2012

Undisclosed

122

Unknown

PIC

Nov 2012

Western United Group Pension (1/3)

115

Pensioners

Rothesay Life

Nov 2012

General Motors

230

All

Rothesay Life

Oct 2012

Undisclosed

140

Unknown

Prudential

Aug 2012

Undisclosed

250

Pensioners

L&G

Jul 2012

Aon Minet (2/3)

100

Pensioners

PIC

Jul 2012

Cookson (1/2)

320

Pensioners

PIC

Jul 2012

Gartmore

162

All

PIC

May 2012

West Midlands Integrated
Transport Authority

272

Pensioners

Prudential

Apr 2012

Y

SR Technics

198

PPF rescue

PIC

Apr 2012

Y

DENSO Marstons

200

All

PIC

Mar 2012

Undisclosed

103

Pensioners

PIC

Mar 2012

Undisclosed

227

Pensioners

Aviva

Dec 2011

Undisclosed

111

All

Aviva

Dec 2011

Uniq

830

PPF rescue

Rothesay Life

Dec 2011

Smiths

150

Unknown

Rothesay Life

Dec 2011

Confidential — Project Magenta

149

All

MetLife

Nov 2011

Meat & Livestock Commission

150

Pensioners

Aviva

Oct 2011

T&N

1,100

PPF rescue

L&G

Oct 2011

TI Group (3)

150

Pensioners

Rothesay Life

Sep 2011

Law Society (2/2)

236

Deferreds

MetLife

Jun 2011

Undisclosed

122

Unknown

L&G

May 2011

London Stock Exchange

158

Pensioners

PIC

May 2011

Home Retail Group

278

Pensioners

Prudential

May 2011

Industrial Training Board

152

Pensioners

PIC

Apr 2011

Confidential — Project PenCap

210

All

CEL

Jan 2011

Undisclosed — Banking sector

185

Pensioners

Aviva

Dec 2010

GlaxoSmithKline

900

Pensioners

Prudential

Nov 2010

TBC

220

Pensioners

L&G

Sep 2010

Next

124

Pensioners

Aviva

Aug 2010

Alliance Boots

320

All

PIC

Aug 2010

MNOPF Old Section (2/3)

100

Pensioners

Lucida

May 2010

Undisclosed — Engineering sector

104

Pensioners

Aviva

Mar 2010

Y

Y

Y
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Name

Size (£m)

Type

Insurer

Date

Aggregate Industries (1)

210

Pensioners

PIC

Feb 2010

Confidential — Project Tahoe (1/3)

102

Pensioners

MetLife

Jan 2010

Cadbury

500

Pensioners

PIC

Dec 2009

CDC

370

All

Rothesay Life

Nov 2009

DENSO Midlands

136

All

PIC

Sep 2009

MNOPF Old Section (1/3)

500

Pensioners

Lucida

Sep 2009

Dairy Crest — 2nd transaction

150

Pensioners

L&G

Jun 2009

Aon Minet (1/3)

150

Pensioners

MetLife

Jun 2009

Confidential (retail sector)

220

Pensioners

L&G

Mar 2009

Leyland DAF

230

All

PIC

Jan 2009

Thorn

1,100

All

PIC

Dec 2008

Dairy Crest — 1st transaction

150

Pensioners

L&G

Dec 2008

Cable & Wireless

1,050

Pensioners

Prudential

Sep 2008

The Pensions Trust

225

Pensioners

Paternoster

Sep 2008

TI Group (2)

250

Pensioners

Paternoster

Sep 2008

West Ferry Printers

130

Pensioners

Aviva

Sep 2008

Ofcom

150

Pensioners

L&G

Jul 2008

Delta

451

Pensioners

PIC

Jun 2008

Weir Group — 2nd transaction

110

Deferreds

L&G

Apr 2008

Y

BBA

270

Pensioners

L&G

Apr 2008

I

Industry Wide Scheme

160

Pensioners

L&G

Apr 2008

Friends Provident

350

Pensioners

Aviva

Apr 2008

TI Group (1)

250

Pensioners

L&G

Mar 2008

Powell Duffryn

400

All

Paternoster

Mar 2008

M-Real Corporation (UK Paper)

180

All

L&G

Mar 2008

Morgan Crucible

160

Pensioners

Lucida

Mar 2008

Rank

700

All

Rothesay Life

Feb 2008

Y

Y

Y

Y

Y
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Pension scheme

Size (£m)

Date

Reinsurer/Counterparty

Mercer lead broker

Undisclosed

900

Dec 2016

Legal & General

Y

Undisclosed

300

Dec 2016

Smart DB (Mercer/Zurich Assurance/Swiss Re

Y

Undisclosed

50

Oct 2016

Smart DB (Mercer)/Zurich Assurance/Pacific Life Re

Y

Pirelli (2 schemes)

600

Aug 2016

Smart DB (Mercer)/Zurich Assurance/Pacific Life Re

Y

Manweb (Scottish Power)

1,100

Jul 2016

Abbey Life

Y

Undisclosed plan

750

Dec 2015

Undisclosed

Y

Undisclosed plan

90

Dec 2015

SmartDB (Mercer)/Zurich Assurance

Y

RAC

600

Nov 2015

Scor

Involved

Scottish & Newcastle

2,400

Sep 2015

Friends Life (Aviva)/Swiss Re

Involved

AXA

2,800

Jul 2015

Reinsurance Group of America

ScottishPower

2,000

Feb 2015

Deutsche Bank/Abbey Life

MNOPF

1,500

Jan 2015

Pacific Life Re

Phoenix Group

900

Aug 2014

Reinsurance Group of America

BT

16,000

Jul 2014

Prudential (USA)

Aviva

5,000

Mar 2014

Munich Re/Scor/Swiss Re

Carillion

1,200

Dec 2013

Deutsche Bank

BAE (2/2)

1,700

Dec 2013

L&G

AstraZeneca

2,500

Dec 2013

Deutsche Bank/Abbey Life

British Airways (3/3)

280

Dec 2013

Goldman Sachs/Rothesay Life

Bentley

500

May 2013

Deutsche Bank/Abbey Life

BAE (1/2)

3,200

Feb 2013

L&G

LV=

800

Dec 2012

Swiss Re

Akzo Nobel

1,400

May 2012

Swiss Re

British Airways (2/3)

1,300

Dec 2011

Goldman Sachs/Rothesay Life/Pacific Life Re

Pilkington

1,000

Dec 2011

L&G/Hanover Re

Rolls-Royce

3,000

Nov 2011

Deutsche Bank/Scor

Involved

ITV

1,700

Aug 2011

Credit Suisse/Pacific Life Re

Involved

Pall

70

Jan 2011

JP Morgan

Y

British Airways (1/3)

1,300

Jun 2010

Goldman Sachs/Rothesay Life

BMW

3,000

Feb 2010

Deutsche Bank/Abbey Life

County of Berkshire

750

Dec 2009

Swiss Re

CDC

400

Nov 2009

Goldman Sachs/Rothesay Life

RSA

1,900

Jul 2009

Goldman Sachs/Rothesay Life/Pacific Life Re

Babcock

1,200

Feb 2009

Credit Suisse

Y

Involved

Y

Involved

Y

Involved
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