
CREATING VALUE IN 
A DELEVERAGING 
ENVIRONMENT

27 MARCH 2012

JULIAN ROBERTS
GROUP CEO, OLD MUTUAL



Disclaimer

This presentation may contain certain forward-looking statements with respect to
certain of Old Mutual plc’s plans and its current goals and expectations relating to its
future financial condition, performance and results. By their nature, all forward-
looking statements involve risk and uncertainty because they relate to future events
and circumstances which are beyond Old Mutual plc’s control including amongst
other things, UK domestic and global economic and business conditions, market
related risks such as fluctuations in interest rates and exchange rates, the policies
and actions of regulatory authorities, the impact of competition, inflation, deflation,
the timing and impact of other uncertainties of future acquisitions or combinations
within relevant industries, as well as the impact of tax and other legislation and other
regulations in the jurisdictions in which Old Mutual plc and its affiliates operate.
As a result, Old Mutual plc’s actual future financial condition, performance and
results may differ materially from the plans, goals and expectations set forth in
Old Mutual plc’s forward looking statements. Old Mutual plc undertakes no
obligation to update the forward-looking statements contained in this presentation or
any other forward-looking statements it may make.
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An age of “deleverage”

Most developed economies are at some point in the cycle of “deleverage”…

… whilst emerging market economies have lower levels of debt than 
developed economies
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Exit from 
recession:

A new normal
GovernmentHouseholdCorporate

Financial crisis:
Entry to 
recession

“Deleverage”



Business imperatives in a 
deleveraging environment

Strength and flexibility in the balance sheet

Understanding of cash

Efficiency in operations

Discipline in capital & risk management

Selectivity in investment
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Strength & flexibility in the 
balance sheet

2008 2011

Capital Resources £4.3n £5.7bn

Capital Requirement £3.6bn £3.7bn

Surplus £0.7bn £2.0bn

Holding company liquidity £0.6bn £1.5bn

Total gearing 26.7% 15.6%

Hard interest cover 0.5x 2.3x

£1.5bn debt repayment target set 
March 2010
£1.1bn (of £2.1bn) proceeds from 
Nordic disposal to be used to reduce 
indebtedness: additional £0.2bn debt 
repayment
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Debt repaid £m £m

Senior - 2010 120

£300m Tier 2 bond – Jan 2011 300

€750m Tier 2 bond – Jul 2011, Jan 2012 647

$50m Senior – Sep 2011 32

Other – Feb 2011 9

Total debt repaid 1,108

Debt raised

£500m Tier 2 bond – Jun 2011 (500)

Senior 2010 (10)

Total debt raised (510)

Cash (inflow)/outflow from swaps

£300m & €750m Tier 2 bonds (5)

Total net debt repaid1 593

1. To end-January 2012



Understanding of cash

Available shareholder cash (£m) 2011

Opening shareholder cash 438

Cash flows from operations 627

Interest payments (155)

Group costs2 (78)

Cash shareholder dividends (48)

Debt repaid net of debt raised (339)

FX & other (4)

(624)

Closing shareholder cash 441
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1. Includes LTS transfers from VIF of £569m  (continuing business) as well as expected existing business 
contribution of £21m and experience & other operating variances and assumption changes, net £37m

2. Group costs include inter-company interest

Sources & uses of free surplus (£m) 2011

Generated by operations:
- Life insurance and savings 6271

- Property and casualty 59
- Banking 309
- Asset management 170

1,165
Invested by operations 
- new business (life) (390)

Transfers (to)/from required capital 145
Other movements 11
Core continuing operations 931
Total Group (incl. Bermuda & Nordic) 986



Efficiency in operations

Sharing skills, knowledge and capabilities 
across the Group, eg:

Established Cape Town branch to support 
Retail Europe
Created single hub in Johannesburg to 
manage all Emerging Markets
Joint launch of iWYZE by OMSA and M&F
Launched South African Greenlight product 
in Mexico
SA businesses jointly outsourced IT services

Clear focus on customers:
Understand their needs
Deliver relevant propositions, appropriate 
distribution, support, service and returns
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Progress towards cost reduction targets

£m 20111
2012 

target

Emerging Markets 4 5

Wealth Management 50 45

Retail Europe 9 15

US Asset Management 15 10

Corporate costs 11 15

Total ex. Nordic 89 90

Nordic 22 10

Total inc. Nordic 111 100

1. Cumulative run-rate savings delivered to end of year



Discipline in capital and risk 
management

Robust risk management framework 
with Group oversight
Agreed business risk appetite & risk 
limits
Economic profit measures
Changed product portfolio

Reduced exposure to products 
outside Group risk appetite
Risk-adjusted pricing
Shift towards capital-light products

Ready for Solvency II and SAM
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Value Created

Capital
Required

Risk 
Assumed

Required capital is a
function of the risk

distribution

Risk profile is a key
driver  of value 
creation

Risk and capital need to be considered 
in conjunction with each other in order 
to determine risk-adjusted returns



Selectivity in investment

Remove distraction of sub-scale businesses

Clear criteria for businesses in the Group
Capable of achieving meaningful scale

Able to deliver 15% return on equity

Add value to another part of the Group

Identify areas with potential for value creation
Expanding our footprint in Africa

Growing Wealth Management
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Expanding our footprint in Africa

Dormant Early stage Developing Maturing

Rwanda
Uganda

Tanzania
Zambia

Ghana
Pop: 25m

Malawi
Pop: 14m
2.18%3

Nigeria
Pop: 150m

0.5%1

Zimbabwe
Pop: 10m
2.77%2

Kenya
Pop: 45m

2.8%1

Namibia
Pop: 2m
7.3%1

Swaziland
Pop: 1m

Financial services lifecycle stage
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African financial markets are at different stages in the lifecycle

1. Insurance penetration 2010 (Swiss Re Sigma report) – includes Life and Non-Life business
2. Source: AXCO Insurance Market Report, Mar 2011, 2007 data presented
3. Source: AXCO Insurance Market Report, Mar 2011, 2008 data presented 10



Expanding our footprint in Africa

Building on 3 strong South 
African businesses

Old Mutual South Africa
Nedbank
Mutual & Federal

Two-fold approach to 
expansion

“Business in a box”
Strategic alliances

Old Mutual in Africa

Namibia
Pop: 2m

238,250 customers, 624 employees
Mkt position: Life #1, AM #1
Mutual & Federal

Zimbabwe
Pop: 10m

782,150 customers, 987 employees
Mkt position: Life #1, AM #1
Mutual & Federal

Kenya
Pop: 45m 

27,005 customers, 445 employees
Mkt position: Life #8, AM #1

Swaziland
Pop: 1.2m

18,000 customers, 26 employees
Mkt position: Life #1
Mutual & Federal

Malawi
Pop: 14m

113,538 customers, 109 employees
Mkt position: Life #1, AM #1

Botswana
Pop: 2m

Mkt position: Mutual & Federal #3
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Growing Wealth Management

High margin international business
Platform markets growing in UK and 
Continental Europe
Two factors key to growth:

Broadening product breadth
Increasing operational efficiency

28%

42%

30%

MCEV at 31st Dec 2011: total £2.5bn
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VNB (£m) AOP (£m)1,2

2010 2011 2010 2011

UK 10 20 64 71

International 43 49 67 78

Continental Europe3 20 9 41 42

73 78 172 191

1. AOP is pre-tax
2. UK AOP is net of policyholder tax prior year smoothing
3. Continental Europe includes business currently reported as “Retail Europe”

UK

International

Continental
Europe3

57%27%

16%

FuM at 31st Dec 2011: total £58.6bn

UK
International

Continental
Europe3



Growing Wealth Management: 
the strength of our UK platform

We have the largest retail investment 
platform in the UK:

a leading platform in the largest 
segment of a growing market

Underlying shift towards platforms from 
traditional life & pensions
UK platform market c. £170bn: 

has doubled in 3 years
>90% of IFAs use platforms
Some sub-scale platforms may not 
survive RDR

24%

32%
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Q3 2010 Q3 2011

Platform share of UK sales
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1. FuM is at 31st December



Geographic spread of long-term 
savings business
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Emerging Markets
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Note: “UK & Europe” includes the businesses previously reported as “Wealth Management” and “Retail Europe”
1. IFRS basis, after tax and non-controlling interests
2. Covered business, post-tax
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The impact of household and 
government “deleverage”
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“Austerity measures” cuts in spending increase the need for 
consumers to save for their retirements

Spending cuts lead to higher unemployment;  increases the need for 
consumers to protect against shock events eg. redundancy

Need to repay personal debt leaves little money available for
savings & investment

Reduced spending on consumables in favour of “putting money aside 
for a rainy day”

Government

Household

Property no longer an alternative to a pension

POSITIVENEGATIVE



Summary

5 business imperatives for creation of value in an age of corporate 
“deleverage” 

Strength & flexibility in the balance sheet
Understanding of cash
Efficiency in operations
Discipline in capital & risk management 
Selectivity in investment

Household & government “deleverage” create opportunities for long-
term savings, protection & investment

Old Mutual has good exposure to both developed and emerging 
markets
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2011 Financial headlines

Non-covered sales up 13%1; Life-sales down 6%1

Free surplus generation2 £986m (2010: £748m)

Pre-tax AOP up 14%1 at £1,515m (2010: £1,371m3)

Earnings per share 15.7p (2010: 14.3p3)

Return on equity 14.6% (2010: 14.2%3)

Adjusted Group MCEV per share2 194.1p (2010: 202.2p)

Simplified balance sheet and increased financial flexibility

5.0 pence per share total ordinary dividend, up 25% (2010: 4.0p)

1. Constant currency
2. Full Group: all other figures are core continuing operations only
3. Restated to exclude Nordic 19



Emerging Markets
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Emerging Markets Life AOP1 (Rbn)

2010

2011

1. Pre-tax, excluding LTIR & central expenses & administration

Emerging Markets AOP1

Rm 2010 2011

Life & Savings 4,779 5,206

LTIR 1,221 1,308

OMIGSA 1,109 950

Expenses & Admin (1,010) (823)

Total AOP 6,099 6,641
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Wealth Management

121
147

76 32

2010 2011

Wealth Management AOP1 (£m)

Policyholder 
tax prior year 
smoothing

Underlying 
AOP

1. Pre-tax
2. SIS platform
3. FuM is at 31 December

VNB (£m) APE margin

2010 2011 2010 2011

UK 10 20 3% 6%

International 43 49 19% 23%

Continental Europe 13 1 8% 2%

66 70 9% 11%
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US Asset Management
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Percentage of assets 
outperforming benchmarks1

1 year
3 year
5 year

1. Continuing business; excludes affiliates disposed of or held for sale
2. Pre-restructuring costs of $12m

20101 20111

FuM at 31st Dec $207.4bn $200.3bn

Adjusted operating profit $113m $131m2

Operating margin 20% 22%2
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2009 2010 2011 2012 
Target

Long-Term Savings ROE1

Emerging Markets2 23% 25% 24% 20%-25%

Wealth Management 8% 14% 16% 12%-15%

Retail Europe 9% 20% 15% 15%-18%

Total LTS3 ROE 16% 20% 20% 16%-18%

USAM Operating Margin4 18% 17% 19% 25%-30%

Group3,5 ROE 10% 14% 15% -

Nordic 12% 11% 10% 12%-15%

Progress against 2012 
ROE and margin targets

1. IFRS AOP (post-tax) divided by ave. shareholders equity, exc goodwill, PVIF & other acquired intangibles
2. Within Emerging Markets, OMSA calculated as return on allocated capital, 2009 adjusted for 2010 LTIR rates
3. Excluding Nordic: 2009 and 2010 restated
4. Post-NCI, continuing operations, excluding seed capital gains & restructuring costs: 2010 restated from 18%
5. Calculated as core business post-tax IFRS AOP divided by average ordinary shareholders equity 23



Platform market growth in Europe

24

Source: Financial Times, 05/03/12



Contacts

For further information on Old Mutual please visit the 
Old Mutual website: www.oldmutual.com/ir

The Investor Relations team can be contacted on:
+44 (0)20 7002 2367

Or by email at omg-ir@omg.co.uk
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