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Embedded value, £’m

Defining embedded value
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(VIF)

Net Worth
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Embedded value, £’m

Defining embedded value

Value of Future 
Monetisation

Traditional definition

Value of In-force
(VIF)

Target 
Capital

Free Surplus Stock Free Surplus Stock



Embedded value at end of 2012
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Embedded value, £’m

Defining embedded value

Value of Future 
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At 31/12/2012

Free Surplus Stock
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Value

£9,462m

£8,488m

£974m



Embedded value at end of 2012
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Embedded value, £’m

Defining embedded value

Value of Future 
Monetisation

At 31/12/2012

Free Surplus Stock

Embedded 
Value

£9,462m

£8,488m

£974m
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Growth in embedded value
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Embedded value, £’m

Components of embedded value growth

Value of Future 
Monetisation

At 31/12/2012

Embedded 
Value

£9,462m

£10,305m

Embedded 
Value

At 31/12/2013



Growth in embedded value
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Embedded value, £’m

Components of embedded value growth

At 31/12/2012

£9,462m £1,185m

At 31/12/2013

Value of Future 
Monetisation

Free Surplus Stock

£8,488m

£974m

£10,305m

Value of Future 
Monetisation

Free Surplus Stock

£9,120m



Value of future monetisation at end of 2012
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Expected monetisation profile from YE 2012 in-force book, £’m

Present value of expected monetisation stood at £8.5bn at end of 2012

(Discounted)

YE 2012
Value of Future 
Monetisation:

£8,488m

719
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As 2013 unfolds…
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Expected monetisation profile from in-force book, £’m

Future monetisation converts into free surplus over time 

(Discounted)
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(£719m)
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Value of Future 
Monetisation:

£8,488m



As 2013 unfolds…
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Expected monetisation profile from in-force book, £’m

Unwind of discount brings forward the remaining expected monetisation by one year

(Discounted)

2013 Expected Transfer 
to Free Surplus:

(£719m)

YE 2012
Value of Future 
Monetisation:

£8,488m

761 724
686

654
628 617 610 598 585
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Unwind of 
discount

Moving forward 
one year

Unwind of Discount:
+£594m



As 2013 unfolds…
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Expected monetisation profile from in-force book, £’m

Minimal impact from operating movements

(Discounted)

2013 Expected Transfer 
to Free Surplus:

(£719m)

YE 2012
Value of Future 
Monetisation:

£8,488m

(Undiscounted)

2019 2020 20212014 2015 2016 2017 2018

Year

2022 2023 …

Unwind of Discount:
+£594m

Operating 
Movements: 

+£58m
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As 2013 unfolds…
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New business enhances future monetisation

(Discounted)

2013 Expected Transfer 
to Free Surplus:

(£719m)

YE 2012
Value of Future 
Monetisation:

£8,488m

(Undiscounted)

2019 2020 20212014 2015 2016 2017 2018

Year

2022

Unwind of Discount:
+£594m

Operating 
Movements: 

+£58m

New Business:
+£1,449m

116 140 
142 

111 107 94 96 99 93 105 
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2023 …

Expected monetisation profile from in-force book, £’m



As 2013 unfolds…
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Significant headwind from exchange rate movements in the non-operating category

(Discounted) (Undiscounted)

2019 2020 20212014 2015 2016 2017 2018

Year

2022

Operating 
Movements: 

+£58m

2023 …

Non-operating 
Movements:

(£750m)

2013 Expected Transfer 
to Free Surplus:

(£719m)

YE 2012
Value of Future 
Monetisation:

£8,488m

Unwind of Discount:
+£594m

New Business:
+£1,449m (55) (38) 

(30) 
(33) 

(36) (32) (37) (32) 
(21) (21) 
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Expected monetisation profile from in-force book, £’m



Value of future monetisation at end of 2013
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Present value of expected monetisation stood at £9.1bn at end of 2013

(Discounted) (Undiscounted)

2019 2020 20212014 2015 2016 2017 2018

Year

2022

Operating 
Movements: 

+£58m

2023 …

Non-operating 
Movements:

(£750m)

2013 Expected Transfer 
to Free Surplus:

(£719m)

YE 2012
Value of Future 
Monetisation:

£8,488m

Unwind of Discount:
+£594m

New Business:
+£1,449m
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Expected monetisation profile from YE 2013 in-force book, £’m



Summary – Growth in value of future monetisation
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New business is the key growth driver

Value of future monetisation growth analysis (2013), £m
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Growth in embedded value
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Embedded value, £’m

Components of embedded value growth

At 31/12/2012

£9,462m

At 31/12/2013

8,488

974

£10,305m

9,120

1,185

Free Surplus Stock

Value of Future 
Monetisation



Growth in free surplus stock
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Expected monetisation drives free surplus generation

Free surplus movement analysis (2013), £m
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Embedded value summary
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Embedded value is all about free surplus and free surplus generation

£m Value of Future 
Monetisation Free Surplus Embedded 

Value

At YE 2012 8,488 974 9,462

Transfer to free surplus (719) 719 -

Expected return on existing 
business 594 74 668

Operating movements 58 + 26 = 84

New business contribution 1,449 (310) 1,139

Non-operating movements (750) 95 (655)

Intra-group dividends - (393) (393)

At YE 2013 9,120 1,185 10,305

In respect of long-term business only.  Includes development costs.

Operating 
free surplus 
generation

£509m

EEV 
operating 

profit
£1,891m
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Embedded value

Present value of expected monetisation stood at £8.5bn at end of 2012

Embedded value is all about free surplus and free surplus generation

Free Surplus 
Stock

Embedded 
Value

At 31/12/2012

£9,462m

£974m

719
761 724

686
654

628 617 610 598 585

0
100
200
300
400
500
600
700
800

5 10…

Value of Future 
Monetisation

£8,488m

Expected Monetisation Profile

Undiscounted
0

Year

22



Embedded value

Present value of expected monetisation stood at £8.5bn at end of 2012

Embedded value is all about free surplus and free surplus generation

719
761 724

686
654

628 617 610 598 585
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Undiscounted

0
Year

Value of Future 
Monetisation

£8,488m

Expected Monetisation Profile
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Embedded value

Present value of expected monetisation stood at £8.5bn at end of 2012

Embedded value is all about free surplus and free surplus generation

719
761

724
686

654 628 617 610 598 585

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
Year

(Undiscounted)

…
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719
761

724
686

654 628 617 610 598 585

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

421 455 436 399 389 382 383 381 378 374

200
202

172
173 161 145 135 130 120 112

97
104

117
114 105 101 99 99 100 99

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Embedded value is all about free surplus and free surplus generation60% contributed by Linked & Protection riders, 25% by Non Par and 15% by Par

Value of future monetisation at end of 2012 by product groups

Year
(Undiscounted)

…

Linked & Protection riders Non Par & Protection Par

Expected monetisation profile from YE 2012 in-force book, £’m
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421 455 436 399 389 382 383 381 378 374 

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Embedded value is all about free surplus and free surplus generationLinked & Protection riders contributed 60% of future monetisation

Value of future monetisation at end of 2012 by product groups

Year
(Undiscounted)

…

Expected monetisation profile from YE 2012 in-force book, £’m
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421 
455 436 399 389 382 383 381 378 374 

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Expected monetisation profile from YE 2012 in-force book, £’m

Realising 2012 expected free surplus generation in 2013

Value of future monetisation at end of 2012 – Linked & Protection Riders 

2012 Expected free 
surplus generation 

in 2013

Year
(Undiscounted)

…

27



421 
485 

339 302 

28 
36 

(146)

(19) (18)

421 

2013 Free Surplus Movement – Linked & Protection Riders

Return on free 
surplus

Operating Assumption 
Changes & Experience 

Variance

Operating In-force 
free surplus 
generation

New Business 
Strain

Operating free 
surplus generation

FX Impact 2013 
Total free surplus 

generation

Economic Assumption 
Change and Non-
operating Variance

Operating 
Impacts

Investment
In New Business

Non-operating 
Impacts

2012 Expected free 
surplus generation 

in 2013

Actual vs Expected Free Surplus Generation in 2013, £’m

Delivering the operating free surplus as expected

Note: Reflected Life Operations only
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455 436 399 389 382 383 381 378 374 

2014 2015 2016 2017 2018 2019 2020 2021 2022
Year

(Undiscounted)

Value of future monetisation movement – Linked & Protection Riders 

Impacts of operating assumption changes and variance on value of future monetisation

New Business is the key growth driver

…
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455 436 399 389 382 383 381 378 374 

(9) (8) 
(2) (0) 2 1 (1) (1) 2 

2014 2015 2016 2017 2018 2019 2020 2021 2022

Value of future monetisation movement – Linked & Protection Riders 

Year
(Undiscounted)

Impacts of operating items

Impact of operating assumption changes and variance on value of future monetisation

New Business is the key growth driver

…
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446 428 397 388 384 384 380 377 376 

2014 2015 2016 2017 2018 2019 2020 2021 2022

Value of future monetisation movement – Linked & Protection Riders 

Year
(Undiscounted)

Adjusted for operating impacts

Impact of operating assumption changes and variance on value of future monetisation

New Business is the key growth driver

…
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446 428 397 388 384 384 380 377 376 

60 95 
97 65 62 56 58 58 57 

2014 2015 2016 2017 2018 2019 2020 2021 2022

Value of future monetisation movement – Linked & Protection Riders 

Impacts of new business

Impacts of 2013 new business on value of future monetisation

New Business is the key growth driver

…

Year
(Undiscounted)
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506 523 494 453 446 440 438 435 433 

2014 2015 2016 2017 2018 2019 2020 2021 2022

Value of future monetisation movement – Linked & Protection Riders 

Adjusted for operating impacts & new business

Impacts of 2013 new business on value of future monetisation

New Business is the key growth driver

…

Year
(Undiscounted)
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506 523 494 453 446 440 438 435 433

(65) (55) 
(51) 

(53) (50) (49) (45) (40) (39) 

2014 2015 2016 2017 2018 2019 2020 2021 2022

Impacts of non-operating items

Value of future monetisation movement – Linked & Protection Riders 

Impacts of non-operating assumption changes and variance on value of  future monetisation

New Business is the key growth driver

…

Year
(Undiscounted)
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442 468 443 400 395 391 393 395 393 

2014 2015 2016 2017 2018 2019 2020 2021 2022

Value of future monetisation movement – Linked & Protection Riders 

Impacts of non-operating assumption changes and variance on value of  future monetisation

New Business is the key growth driver

…

Adjusted for operating & non-operating impacts and new business

Year
(Undiscounted)
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455 436 399 389 382 383 381 378 374 

2014 2015 2016 2017 2018 2019 2020 2021 2022

Value of future monetisation movement – Linked & Protection Riders 

Impacts of 2013 movement on value of future monetisation

New Business is the key growth driver

…

Year
(Undiscounted)
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455 436 399 389 382 383 381 378 374 

(14) 32 
44 

12 13 8 12 17 19 

2014 2015 2016 2017 2018 2019 2020 2021 2022

Value of future monetisation movement – Linked & Protection Riders 

Change in value of future monetisation expectation from 2012 to 2013

Impacts of 2013 movement on value of future monetisation

New Business is the key growth driver

…

Year
(Undiscounted)
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442 468 443 400 395 391 393 395 393 

2014 2015 2016 2017 2018 2019 2020 2021 2022

Value of future monetisation movement – Linked & Protection Riders 

Expected value of future monetisation at the end of 2013

Impacts of 2013 movement on value of future monetisation

New Business is the key growth driver

…

Year
(Undiscounted)
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421 455 436 399 389 382 383 381 378 374

200
202

172
173 161 145 135 130 120 112

97
104

117
114 105 101 99 99 100 99

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Recapping value of future monetisation at end of 2012 by product groups

Value of future monetisation at end of 2012 by product groups

Year
(Undiscounted)

…

Expected monetisation profile from YE 2012 in-force book, £’m

Linked & Protection riders Non Par & Protection Par
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200 202 
172 173 161 145 135 130 120 112 

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Recapping value of future monetisation at end of 2012 by product groups

Value of future monetisation at end of 2012 by product groups

Year
(Undiscounted)

…

Expected monetisation profile from YE 2012 in-force book, £’m

Non Par & Protection riders contributed 25% of future monmetisation
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200 202 
172 173 161 145 135 130 120 112 

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Value of future monetisation at end of 2012 – Non-Par & Protection

Expected monetisation profile from in-force book, £’m

Realising 2012 expected free surplus generation in 2013

2012 Expected free 
surplus generation 

in 2013

…

Year
(Undiscounted)
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200 200 
267 

135 
75 

35 
32 

2 

(132)

(62)

2013 Free Surplus Movement – Non-Par & Protection 

Operating 
Impacts

Investment
In New Business

Non-operating 
Impacts

Actual vs Expected Free Surplus Generation in 2013, £’m

Delivering the operating free surplus as expected

Return on free 
surplus

Operating Assumption 
Changes & Experience 

Variance

Operating In-force 
free surplus 
generation

New Business 
Strain

Operating free 
surplus generation

FX Impact 2013 
Total free surplus 

generation

Economic Assumption 
Change and Non-
operating Variance

2012 Expected free 
surplus generation 

in 2013

Note: Reflected Life Operations only
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202 
172 173 161 145 135 130 120 112 

2014 2015 2016 2017 2018 2019 2020 2021 2022
Year

(Undiscounted)

Value of future monetisation movement – Non-Par & Protection 

Impacts of operating assumption changes and variance on value of future monetisation

New Business is the key growth driver

…
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202 
172 173 161 145 135 130 120 112 

2014 2015 2016 2017 2018 2019 2020 2021 2022

202 172 173 161 145 135 130 120 112 

(16)
(1) (3)

(1)
0 (1) (1)

(2)
(9)

2014 2015 2016 2017 2018 2019 2020 2021 2022

Value of future monetisation movement – Non-Par & Protection 

Impacts of operating items

Year
(Undiscounted)

Impacts of operating assumption changes and variance on value of future monetisation

New Business is the key growth driver

…
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202 
172 173 161 145 135 130 120 112 

2014 2015 2016 2017 2018 2019 2020 2021 2022

202 172 173 161 145 135 130 120 112 

(16)
(1) (3)

(1)
0 (1) (1)

(2)
(9)

2014 2015 2016 2017 2018 2019 2020 2021 2022

186 171 170 160 146 134 129 118 103 

2014 2015 2016 2017 2018 2019 2020 2021 2022

Value of future monetisation movement – Non-Par & Protection 

Year
(Undiscounted)

Impacts of operating assumption changes and variance on value of future monetisation

New Business is the key growth driver

Adjusted for operating impacts

…
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186 171 170 160 146 134 129 118 103 

47 
37 33 

31 
29 

20 20 22 
17 

2014 2015 2016 2017 2018 2019 2020 2021 2022

186 171 170 160 146 134 129 118 103 

2014 2015 2016 2017 2018 2019 2020 2021 2022

Value of future monetisation movement – Non-Par & Protection 

Impacts of new business

Impacts of 2013 new business on value of future monetisation

New Business is the key growth driver

Year
(Undiscounted)

…
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186 171 170 160 146 134 129 118 103 

47 
37 33 

31 
29 

20 20 22 
17 

2014 2015 2016 2017 2018 2019 2020 2021 2022

186 171 170 160 146 134 129 118 103 

2014 2015 2016 2017 2018 2019 2020 2021 2022

233 
208 204 191 175 154 149 140 120 

2014 2015 2016 2017 2018 2019 2020 2021 2022

Value of future monetisation movement – Non-Par & Protection 

Adjusted for operating impacts and new business

Impacts of 2013 new business on value of future monetisation

New Business is the key growth driver

Year
(Undiscounted)

…
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Value of future monetisation movement – Non-Par & Protection 

233 
208 204 191 175 154 149 140 120 

2014 2015 2016 2017 2018 2019 2020 2021 2022

233 
208 204 191 175 154 149 140 120 

18 
22 22 

17 
13 

12 
5 1 

10 

2014 2015 2016 2017 2018 2019 2020 2021 2022

Impacts of non-operating items

Impacts of non-operating assumption changes and variance on value of future monetisation

New Business is the key growth driver

Year
(Undiscounted)

…
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Value of future monetisation movement – Non-Par & Protection 

233 
208 204 191 175 154 149 140 120 

2014 2015 2016 2017 2018 2019 2020 2021 2022

233 
208 204 191 175 154 149 140 120 

18 
22 22 

17 
13 

12 
5 1 

10 

2014 2015 2016 2017 2018 2019 2020 2021 2022

251 
230 226 208 188 

166 154 141 131 

2014 2015 2016 2017 2018 2019 2020 2021 2022

Adjusted for operating and non-operating impacts & new business

Impacts of non-operating assumption changes and variance on value of future monetisation

New Business is the key growth driver

Year
(Undiscounted)

…
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202 
172 173 161 145 135 130 120 112 

2014 2015 2016 2017 2018 2019 2020 2021 2022

Value of future monetisation movement – Non-Par & Protection 

Impacts of 2013 movement on future value of monetisation

New Business is the key growth driver

Year
(Undiscounted)

…
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202 
172 173 161 145 135 130 120 112 

49 
58 53 

47 
43 

31 
24 21 19 

2014 2015 2016 2017 2018 2019 2020 2021 2022

202 
172 173 161 145 135 130 120 112 

2014 2015 2016 2017 2018 2019 2020 2021 2022

Value of future monetisation movement – Non-Par & Protection 

Change in expected future value of monetisation
from 2012 to 2013

Impacts of 2013 movement on future value of monetisation

New Business is the key growth driver

Year
(Undiscounted)

…
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202 
172 173 161 145 135 130 120 112 

49 
58 53 

47 
43 

31 
24 21 19 

2014 2015 2016 2017 2018 2019 2020 2021 2022

202 
172 173 161 145 135 130 120 112 

2014 2015 2016 2017 2018 2019 2020 2021 2022

251 
230 226 208 188 

166 154 141 131 

2014 2015 2016 2017 2018 2019 2020 2021 2022

Value of future monetisation movement – Non-Par & Protection 

Expected value of monetisation at the end of 2013

Impacts of 2013 movement on future value of monetisation

New Business is the key growth driver

Year
(Undiscounted)

…
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421 455 436 399 389 382 383 381 378 374

200
202

172
173 161 145 135 130 120 112

97
104

117
114 105 101 99 99 100 99

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Recapping the value of future monetisation at end of 2012 by product groups

Value of future monetisation at end of 2012 by product groups

Expected monetisation profile from YE 2012 in-force book, £’m

Linked & Protection riders Non Par & Protection Par

Year
(Undiscounted)

…
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97 104 
117 114 105 101 99 99 100 99 

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Recapping the value of future monetisation at end of 2012 by product groups

Value of future monetisation at end of 2012 by product groups

Expected monetisation profile from YE 2012 in-force book, £’m

Par products contributed 15% of future monetisation

Year
(Undiscounted)

…
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104 
117 114 105 101 99 99 100 99 

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

97 

Value of future monetisation at end of 2012 - Par

Expected monetisation profile from YE 2012 in-force book, £’m

Realising 2012 expected free surplus generation in 2013

2012 Expected free 
surplus generation 

in 2013

…

Year
(Undiscounted)
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97 99 
70 71 

10 

1 

(8)

(29)
0

2013 Free Surplus Movement - Par

Operating 
Impacts

Investment
In New Business

Non-operating 
Impacts

Actual vs Expected Free Surplus Generation in 2013, £’m

Delivering the operating free surplus as expected

Return on free 
surplus

Operating Assumption 
Changes & Experience 

Variance

Operating In-force 
free surplus 
generation

New Business 
Strain

Operating free 
surplus generation

FX Impact 2013 
Total free surplus 

generation

Economic Assumption 
Change and Non-
operating Variance

2012 Expected free 
surplus generation 

in 2013

Note: Reflected Life Operations only
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104 117 114 105 101 99 99 100 99 

2014 2015 2016 2017 2018 2019 2020 2021 2022

Year
(Undiscounted)

Value of future monetisation movement – Par

Impact of operating assumption changes and variance on value of future monetisation

New Business is the key growth driver

…
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104 117 114 105 101 99 99 100 99 

2014 2015 2016 2017 2018 2019 2020 2021 2022

104 117 114 105 101 99 99 100 99 

4 
3 4 

4 3 3 3 3 4 

2014 2015 2016 2017 2018 2019 2020 2021 2022

Value of future monetisation movement – Par

Year
(Undiscounted)

Impact of operating items

Impacts of operating assumption changes and variance on value of future monetisation

New Business is the key growth driver

…
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104 117 114 105 101 99 99 100 99 

2014 2015 2016 2017 2018 2019 2020 2021 2022

104 117 114 105 101 99 99 100 99 

4 
3 4 

4 3 3 3 3 4 

2014 2015 2016 2017 2018 2019 2020 2021 2022

108 120 119 109 104 102 102 102 102 

2014 2015 2016 2017 2018 2019 2020 2021 2022

Value of future monetisation movement – Par

Year
(Undiscounted)

Adjusted for operating impacts

Impacts of operating assumption changes and variance on value of future monetisation

New Business is the key growth driver

…
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108 120 119 109 104 102 102 102 102 

9 
8 12 15 16 17 18 18 19 

2014 2015 2016 2017 2018 2019 2020 2021 2022

108 120 119 109 104 102 102 102 102 

2014 2015 2016 2017 2018 2019 2020 2021 2022

Value of future monetisation movement – Par

Impacts of new business

Impacts of 2013 new business on value of future monetisation

New Business is the key growth driver

…

Year
(Undiscounted)
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108 120 119 109 104 102 102 102 102 

9 
8 12 15 16 17 18 18 19 

2014 2015 2016 2017 2018 2019 2020 2021 2022

108 120 119 109 104 102 102 102 102 

2014 2015 2016 2017 2018 2019 2020 2021 2022

117 128 131 123 120 119 120 120 121 

2014 2015 2016 2017 2018 2019 2020 2021 2022

Adjusted for operating impacts and new business

Value of future monetisation movement – Par

Impacts of 2013 new business on value of future monetisation

New Business is the key growth driver

…

Year
(Undiscounted)
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117 128 131 123 120 119 120 120 121 

2014 2015 2016 2017 2018 2019 2020 2021 2022

117 128 131 123 120 119 120 120 121 

(8) 
(5) (1) 3 1 5 4 8 8 

2014 2015 2016 2017 2018 2019 2020 2021 2022

Impacts of non-operating items

Value of future monetisation movement – Par

Impacts of 2013 non operating on value of future monetisation

New Business is the key growth driver

…

Year
(Undiscounted)
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117 128 131 123 120 119 120 120 121 

2014 2015 2016 2017 2018 2019 2020 2021 2022

117 128 131 123 120 119 120 120 121 

(8) 
(5) (1) 3 1 5 4 8 8 

2014 2015 2016 2017 2018 2019 2020 2021 2022

108 124 130 126 121 124 124 128 129 

2014 2015 2016 2017 2018 2019 2020 2021 2022

Value of future monetisation movement – Par

Impacts of 2013 non operating on value of future monetisation

New Business is the key growth driver

…

Adjusted for operating & non-operating impacts and new business

Year
(Undiscounted)
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104 117 114 105 101 99 99 100 99

2014 2015 2016 2017 2018 2019 2020 2021 2022 …

Value of future monetisation movement – Par

Impact of 2013 movement on value of future monetisation

New Business is the key growth driver

Year
(Undiscounted)
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104 117 114 105 101 99 99 100 99

2014 2015 2016 2017 2018 2019 2020 2021 2022

104 117 114 105 101 99 99 100 99

5 
7 15 21 21 25 25 28 31 

2014 2015 2016 2017 2018 2019 2020 2021 2022

Value of future monetisation movement – Par

…

Change in value of  future monetisation expectation 
from 2012 to 2013

Impacts of 2013 movement on value of future monetisation

New Business is the key growth driver

Year
(Undiscounted)
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104 117 114 105 101 99 99 100 99

2014 2015 2016 2017 2018 2019 2020 2021 2022

104 117 114 105 101 99 99 100 99

5 
7 15 21 21 25 25 28 31 

2014 2015 2016 2017 2018 2019 2020 2021 2022

108 124 130 126 121 124 124 128 129

2014 2015 2016 2017 2018 2019 2020 2021 2022

Expected value of future monetisation at the end of 2013

Value of future monetisation movement – Par

…

Impacts of 2013 movement on value of future monetisation

New Business is the key growth driver

Year
(Undiscounted)
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719 761 724 686 654 628 617 610 598

2013 2014 2015 2016 2017 2018 2019 2020 2021

Value of future monetisation at end of 2012

YE 2012
Value of Future 
Monetisation:

£8,488m

(Discounted)

Expected monetisation profile from YE 2012 in-force book, £’m

Growth in expected value of future monetisation from 2012 to 2013

(Undiscounted)
… Year
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761 724 686 654 628 617 610 598 585

2014 2015 2016 2017 2018 2019 2020 2021 2022

Value of future monetisation at end of 2012

Expected monetisation profile from YE 2012 in-force book, £’m

Growth in expected value of future monetisation from 2012 to 2013

(Undiscounted)
… Year
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Value of future monetisation at end of 2013

761 724 686 654 628 617 610 598 585

2014 2015 2016 2017 2018 2019 2020 2021 2022

442 468 443 400 395 391 393 395 393

251 230 226
208 188 166 154 141 131

108 124 130
126 121 124 124 128 129

2014 2015 2016 2017 2018 2019 2020 2021 2022

Expected monetisation profile from YE 2012 in-force book, £’m

Growth in expected value of future monetisation from 2012 to 2013

Linked & Protection riders Non Par & Protection Par

(Undiscounted)
… Year

801 821 798
735 705 682 672 665 654
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2014 2015 2016 2017 2018 2019 2020 2021 2022

Value of future monetisation at end of 2013

YE 2012
Value of Future 
Monetisation:

£8,488m

(Discounted)

YE 2013
Value of Future 
Monetisation:

£9,120m

Expected monetisation profile from YE 2013 in-force book, £’m

Present value of expected monetisation stood at £9.1bn at end of 2013

(Undiscounted)
… Year

801 821 798
735 705 682 672 665 654
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Free surplus generation roadmap to 2017

Definition includes post-tax profits from Eastspring Investments

719

(310)

74
26

£509m

Expected monetisation in 
2013 from 2012 in-force

Profit from Eastspring

Investment in 
new business

Return on free surplus

Operating movements

+
£64m

Operating free surplus generation (2013), £m

= 719

(310)

74
26
64

£573m

Long-term business

72



Free surplus generation roadmap to 2017

73

Quantity and quality of new business are key to delivery

Operating free surplus generation (2012 – 2017), £m

Notes:
1. The 2012 comparative results have been adjusted retrospectively for new and amended accounting standards in 2013, and exclude the one-off gain on sale of the Group’s holding in China Life Insurance Company in Taiwan of £51m.
2. Expected monetisation in 2012 from 2011 in-force.
3. Expected monetisation in 2013 from 2012 in-force.

Expected monetisation
from 2013 in-force

Profit from Eastspring

674 719 801 821 798 735

(292) (310)

20121 2013 2014 2015 2016 2017

£484m £573m

2 3

2017 Objective: £0.9bn – £1.1bn in 2017

Investment in 
new business

Expected monetisation
from 2014-16 new 
business

Return on free surplus

Operating movements

ILLUSTRATIVE
NOT TO SCALE



Contribution from past new business vintages

74

How expected monetisation has been enhanced

Expected monetisation profile, £m

2011 2012 2013 2014…

6741
7192 8013

Notes:
1. Expected monetisation in 2012 from 2011 in-force.
2. Expected monetisation in 2013 from 2012 in-force.
3. Expected monetisation from 2013 in-force.



How expected monetisation has been enhanced

75

Last 3 vintages were expected to deliver £365m in 2014

Expected monetisation profile, £m

Expected monetisation from 
2011 new business

Expected monetisation from 
2013 new business

Investment in new business

Expected monetisation from 
2012 new business

(297) (292) (310)

104 123 120 
105 129

116 

2011 2012 2013 2014…

6741
7192 8013

£365m

Notes:
1. Expected monetisation in 2012 from 2011 in-force.
2. Expected monetisation in 2013 from 2012 in-force.
3. Expected monetisation from 2013 in-force.
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IFRS 
operating 

profit



IFRS linkage to free surplus generation

77

Expected monetisation
from 2013 in-force

Profit from Eastspring

719

(310)

£573m

74
26
64

Investment in new business

Return on free surplus

Operating movements

OFSG
in-force free 

surplus
generation

883

(310)

OFSG
investment 

in new 
business

Operating free surplus generation (2013), £m

£573m



Bridges between free surplus generation and IFRS profit
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Investment in new business (2013), £m In-force profit (2013), £m

200

250

300

350

400

450

(310) 

(15) 

(42)
107 

142 

88

Deferred 
acquisition 

costs

Change in 
required 
capital

IFRS new 
business 

strain

OFSG
investment 

in new 
business

Asset and 
liability 

valuation 
basis 

difference

Tax 
gross-

up

200

400

600

800

1,000

1,200

1,400

883

1,090 

217 

18

(104) 76 

Deferred 
acquisition 

costs

Change in 
required 
capital

IFRS in-
force 

operating 
profit

OFSG
in-force 

free surplus
generation

Tax 
gross-

up

Asset and 
liability 

valuation 
basis 

difference



Bridges between free surplus generation and IFRS profit

79

IFRS profit emerges more quickly

Operating profit (2013), £m

200

400

600

800

1,000

1,200

1,400

1,600

1,800

573

1,075 

175 

125
38

164 

Deferred 
acquisition 

costs

Change in 
required 
capital

IFRS 
operating 

profit

Operating
free surplus
generation

Tax 
gross-

up

Asset and 
liability 

valuation 
basis 

difference



IFRS operating profit roadmap to 2017
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Delivery built on free surplus generation

IFRS operating profit (2012 – 2017), £m

484 573

Note:
1. The 2012 comparative results have been adjusted retrospectively for new and amended accounting standards in 2013, and exclude the one-off gain on sale of the Group’s holding in China Life Insurance Company in Taiwan of £51m.

Change in required capital

Tax gross-up

Asset and liability valuation 
basis difference

Deferred acquisition costs

20121 2013 2014 2015 2016 2017

£924m
£1,075m

Operating FSG

2017 Objective: Grow at least 15% p.a. over the period 2012 – 2017 

ILLUSTRATIVE
NOT TO SCALE



Key messages

81

Embedded value is all about free surplus and free surplus generation 

We have been delivering the operating free surplus generation as expected, 
and more

2017 delivery predicated on quantity and quality of new business

1

2

3


