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BUYOUT MARKET WATCH
JLT EMPLOYEE BENEFITS  BUYOUT TEAM YEAR END 2017

In this end-of year Market Watch we take a look back on 2017 and look forward to what 2018 has in store. 
We provide details of the deals that have taken place in 2017 and explore some of the bigger transactions 
in more detail. We discuss how the PPF+ market is emerging along with developments in mortality and 
medical underwriting. We also take a look at the FTSE100 companies and see how their funding difficulties 
are easing only marginally.

ROBERT EDGE
Consultant
robert_edge@jltgroup.com

Looking forward to 2018 we see a 

year when the style and feel of the bulk 

annuity market will change significantly 

(as well as the volume of money). 

As 2017 closes, it looks likely that we 

have £12.5bn in bulk annuity deals.  

Nearly 10 years have elapsed since the 

first bulk annuity “boom year” of 2008, 

when the £8bn barrier was broken for the 

first time.  Looking ahead, with insurer 

back-book transactions, it feels that the 

£30bn line will be crossed in the next 

year.  However, in 2017 schemes in the 

£1-600m range have driven the recent 

upsurge in activity in the market.

Further interest rate rises are being 

spoken about and uncertainty 

surrounding Brexit remains.  

History has shown us that the 

buyout market can absorb 

outside influences whilst providing 

competitive pricing for your 

schemes.

Change can lead to opportunities 

and those schemes that have taken 

the steps to position themselves 

correctly can benefit from market 

openings. 
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Competition between insurers has 

driven pensioner in payment pricing 

down to a 7 year low, relative to 

gilt pricing.  We look at a few 2017 

transactions:

As at mid December, the largest 

publicised deal of the year is the Pearson 

Pension Plan.  This scheme insured 

£600m of its pensioners with Aviva 

and £600m with L&G.  This double 

transaction reflects a feature of the 

market – all of the insurers are able 

and keen to do pensioner in payment 

transactions that are not too large.  This 

has resulted in frenzied competition 

between many insurers and is a 

serious rival to the all-in-one-go mega 

transaction approach which traditionally 

relies on creating strong competition 

between just a very few insurers, in 

exchange for a single giant prize.   

Other large publicised deals of the year 

are the Wolseley Group Plan which 

insured £590m of its pensioners with 

PIC, the Dock Workers Pension Fund 

insured £725m of liabilities with PIC 

and  a further, but un-named, scheme 

has insured £690m of liabilities with PIC 

too.  Also during the year, Canada Life 

has written two pensioner transactions 

over £200m (Cancer Research Institute 

at £250m and Smiths Group at £207m), 

firmly establishing Canada Life in the bulk 

annuity market. 

Individual member transfers exceeding 

bulk annuity volumes.  Are individual 

transfers now the primary means 

of removing liability from a pension 

scheme?

The bulk annuity market for 2017 is 

approximately £12.5billion, almost an 

all-time high.  The bigger news, however, 

is the huge volume of transfers out from 

DB schemes by individual members.  

As an example, JLT’s administration 

MARKET EVENTS IN 2017
The bulk annuity market in 2017 has at times felt as frantic as the rush of 2008 when market 
distortions created once in a generation pricing.  However, 2017 was also a year of moderate sized 
deals – it was the people who work on the bulk annuity transactions that have been over-worked, 
not the volume of money.  Approximately £12.5bn of bulk annuities have been transacted in 2017, 
perhaps the second highest volume ever.  The monster transactions are set to return with  
a vengeance in 2018.  

teams are now paying out £100m 

per month in transfer values, up from 

£10m per month just 4 years ago.  If 

we extrapolate this across the industry 

then it is clear that individual member 

transfers are now removing more 

than £10 billion a year of DB liability, 

therefore easily rivalling bulk annuity 

volumes.  Faced with a transfer value 

that is between 20 and 40 times the 

size of their pension (bloated due to the 

current ultra-low yield environment) it 

seems that many individual members 

over the age of 55 wish to transfer to 

DC so that they can access a series 

of cash-lump-sums and draw-downs 

rather than a traditional “for life” DB 

annuity.  If enough members wish to go 

down this route (which is cheaper for 

the scheme than buying annuities for 

deferred members) then a cost effective 

buyout of the remainder of the pension 

scheme will for many schemes become 

possible. 

PPF+ BUYOUTS

PPF+ has been in the news almost 

continuously during 2017: 

The British Steel Scheme has taken action 

to get higher benefits for its c£15bn of 

members, higher than PPF that is. It 

has avoided, at least for the time being, 

deferred member buyout costs by offering 

a transfer to a new scheme and this has 

enabled a continued payment of members’ 

benefits above the PPF level as a result.  

The BHS Scheme, under £1bn, has 

done something similar with the help 

of the additional money obtained from 

Philip Green and is also offering a transfer 

to a new scheme to get members’ 

benefits back above the PPF level almost 

immediately.   

We pick up on the urgency of quickly 

making uplifts to PPF+ stricken schemes 

in our new video and PPF+ information 

leaflet, both of which are available on our 

website. In the end, all PPF+ schemes will 

probably buyout and a key aim should be 

to avoid getting stuck in the rut of paying 

out only PPF benefits to members for many 

years to come while a very slow winding 

up process takes place.  With a bit more 

thought the scheme could start paying 

more than PPF benefits to its members 

much sooner.  

PPF+ BUYOUTS

EMPLOYEE BENEFITS  PRODUCT INFORMATION

TO DISCUSS THIS 

OPTION FOR YOUR 

SCHEME, PLEASE 

CONTACT

BUYOUT TEAM

HARRY HARPER 

+44 161 242 5312 

harry_harper@jltgroup.com

DISCONTINUANCE TEAM

TOM POOK 

+44 117 968 9716 

tom_pook@jltgroup.com

 

 
 

https://www.jltemployeebenefits.com/what-we-do/defined-benefit-scheme-solutions/derisking-services/buyout-services
https://www.jltemployeebenefits.com/-/media/files/sites/employee-benefits/defined-benefit/product-sheets/buyout/ppf-buyout-product-sheet--sept-2017.ashx?la=en-gb
https://www.jltemployeebenefits.com/what-we-do/defined-benefit-scheme-solutions/derisking-services/buyout-services
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LOOKING FORWARD TO 2018
Is the buyout and buy-in market on the edge of large technological and structural change?  Incredibly, 
the way that bulk annuity business is conducted today is the same as it was back in 2008.  We take a 
look at ways in which this might alter, we look at likely developments in 2018 and we look at mortality.

We expect that in 2018 automation will, 

for the first time ever, take a serious role 

in the quotation request process.  This 

is good news for schemes as better 

automation means better information, 

more quotations and less chance of 

missing opportunities.  We will write a full 

article on this in our early 2018 edition of 

Market Watch.

RETURN OF THE MONSTER 
DEALS
We look forward to larger transactions in 

2018 as quite a few multi-billion pound 

quotation requests have recently been 

sent out to market.  We also need to 

watch for signs that very large insurer 

back-books (Prudential, Standard Life and  

others) might change hands, soaking up 

supply in the bulk annuity market.  

LONGEVITY (OR LACK OF)
Where do longevity swaps stand now 

that longevity improvements are flat lining 

for the UK population as a whole and 

improving only slowly for occupational 

pension scheme members?  The 2008 

credit crunch has, it seems, done some 

serious damage to the current and 

future longevity of citizens right across 

the western world (apart from the most 

wealthy who continue to show strong 

improvements). In the UK the problem 

has been exacerbated by large numbers 

of new retirements all sharing an only 

gradually increasing NHS budget, 

therefore inevitably getting less care 

each in the near future. Does longevity 

insurance still make sense?  For bulk 

annuity pricing the main driver is the 

investment opportunities the insurers 

can find and mortality trends are only a 

secondary part of the price. However, 

for a longevity swap we would like to 

see insurers fully reflect the 2008 to 

present day experience of higher than 

expected death rates (as per the CMI16 

survey at least) which hopefully they will 

do next year. On the basis that they will 

do so, we have asked a colleague from 

insurance broker arm, JLT Specialty, to 

write an article for our early 2018 edition 

discussing how to set up a fronting 

Captive insurer. 

IS A SHARP FALL IN 
BUYOUT DEFICITS ON THE 
WAY?
The old comforts of “yields going down”, 

“longevity increasing” and “liability going 

up through the roof” show signs of being 

about to abruptly change.  No doubt new 

problems will arise in their place, but there 

may also be huge opportunities coming 

up.  We would recommend monthly 

monitoring, either by setting up a desktop 

tracking system, there are several in 

the market such as JLT PFaroe (which 

we mention later in this report) or by 

requesting actual bulk annuity quotations 

periodically – this is now possible and 

practical as automation levels are 

increasing.  Tracking will mean that if the 

deficit improves then the scheme will be 

ready to act.  And more than this, if actual 

quotations have been obtained then it 

will be possible to lock into the more 

favourable position more quickly than 

other schemes, therefore getting a first 

mover advantage. 

HARRY HARPER 
Director and Head of Buyouts 
harry_harper@jltgroup.com

CAPTIVES MADE EASY IN 2018

ALEXANDRA GEDGE 
Business Development & 
Captives Executive, JLT 
Specialty Limited
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Medical underwriting for DB de-risking solutions
It is now possible for trustees to benefit from medical underwriting savings before doing  
medical underwriting.

 
DB  Trustees may not be familiar with 

medical underwriting so give us a brief 

explanation of what it is? 

TC  Medical underwriting is the process 

of pricing by collecting lifestyle and 

medical information. This achieves a 

better understanding of longevity than a 

standard process which relies on proxies 

like postcode and therefore enables Just 

to price transactions more accurately.

A medical process is most effective for 

segments of less than 300 members. 

Such populations sit within the less than 

£250 million transaction segment we 

target.

DB   So is it difficult to collect this medical 

data? What’s the process?

TC  We pride ourselves on making 

collection a positive experience. 

Trustees only need to 

invite members to participate. We can 

supply a template letter and even mail 

it for them. Then, we send members a 

questionnaire. If they consent, we can 

follow-up with a telephone interview and 

where appropriate request a General 

Practitioners’ (GP) report. 

DB  Do you believe trustees will get better 

results with pre- or post-transaction 

medical underwriting?

TC  That’s an interesting question and it 

depends on their objective.  For those 

trustees who want certainty up-front 

we’ve introduced a new solution called 

DB Choice. It offers two guaranteed 

prices, one for standard underwriting and 

a second for a medically underwritten 

process. Both of our prices are 

guaranteed pre-transaction. The medically 

underwritten (MUBA +) premium includes 

a discount to the standard price, based 

on the average reduction in premium 

we expect to achieve after collecting 

medical data.  Where the MUBA + price 

is selected, medical and lifestyle data is 

collected post-transaction but there is 

no subsequent impact on the premium 

whatever the outcome of the medical 

underwriting process.

DB choice is available for transactions 

containing 10-300 members, where the 

average liability for each member is less 

than £1 million. 

Some trustees are happy to accept 

more risk from the medical process in 

the expectation of greater reward. For 

them, we continue to offer pre-transaction 

medical underwriting for segments of 300 

members or less. We collect medical data 

before the transaction and trustees keep 

any savings achieved. However, they 

won’t know the price until medical data 

had been collected and if they decide not 

to proceed it is unlikely other insurers will 

quote in the short term.

DB  So if you’re guaranteeing the medical 

price for DB Choice ahead of transaction, 

why do you bother to collect the data?

TC   Firstly, having this data means we 

are able to reinsure more of the longevity 

risk compared with a standard process. 

Secondly by having a more accurate 

picture of longevity, we are able to reserve 

capital more efficiently. And thirdly, the 

data builds our medical IP which has 

value over the longer term. These help to 

boost the medical discount we’re able to 

offer.

DB   What are the typical savings a trustee 

should expect from a medical process?

TC   No scheme is typical so it will vary 

with the profile of members. We win many 

schemes precisely because our medical 

pricing has beaten standard prices from 

competitors - so we know there are 

savings to be had.

TC

DB

Dave Barratt talks 

with Tim Coulson 

Director of Defined 

Benefit Solutions  

at Just
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At their GMP age, members will be told by 

the Government that the trustees will pay 

their state pension – what are you going to 

tell them?

There is no indemnity insurance product 

available on a scheme winding up to cover 

those members who are already known to 

be on HMRCs records but are not on the 

trustees’ records.  In a nightmarish vision 

of the future, it will soon be only HMRC’s 

historic records (and not the scheme’s most 

recent records) that will count, quite literally 

“HMRC computer says pay”: 

  31 October 2018 is the final date to 

submit new correspondence to HMRC

 HMRC are already taking 3-4 months 

to reply

WHAT SHOULD YOUR 
SCHEME BE DOING?
1.  Has any robust attempt been made to 

review the GMP liabilities?

2.  Are you certain all historic records have 

been investigated?

3.  Have refunds and transfers all been 

accounted for?

4.  Could another pension scheme or payroll 

department, anywhere in the UK, have 

mistyped SCON numbers at any time in 

the past 40 years, therefore incorrectly 

(and soon permanently) giving you their 

GMP liabilities?

Get a specialist (and urgent) audit of your 

scheme if you have any concerns!

GMP 
RECONCILLIATION

“HMRC 
computer  
says pay”

GMP EQUALISATION  –  
Why wait for Buyout?

JOSHUA FOX 
Consultant 

joshua_fox@jltgroup.com       

Almost 30 years ago the European Court of 

Justice made a monumental judgement to 

equalise pensions between genders.  It was 

decided:

• that pensions accrued due to 

employment after 17 May 1990 had to 

be equalised, 

• but state pensions should not be 

equalised. 

The question, to which 30 years later there 

is no answer, is what to do with the part 

of the pension that is paid by a pension 

scheme on behalf of the state, known as 

the Guaranteed Minimum Pension (GMP)?  

Is there any real reason for schemes to 

implement GMP equalisation now?

IN FAVOUR OF EQUALISING 
GMPS NOW:
• The equating of actuarial value 

approach can be used, safe in the 

knowledge that this approach is 

commonly used on winding up, so 

therefore why not for an ongoing 

scheme?  The expected additional 

liability is seldom more than 1%

• Implementing GMP equalisation now 

will have only a small complicating  

 

impact on the scheme’s future 

administration, so no huge problems

• The scheme could even convert 

GMPs to non-GMPs as suggested by 

the DWP (the “gold standard”) albeit 

perhaps therefore risking incurring 

Annual Allowance taxation from another 

government department, HMRC, as a 

result

• Easy to do if you use a specialist, our 

buyout/discontinuance team alone have 

done GMP equalisation on 50 schemes

IN FAVOUR OF DELAYING 
EQUALISING GMPS UNTIL 
THE POINT OF WINDING UP:
• Safety in numbers as everyone else has 

delayed GMP equalisation until  

winding up

• Required on winding up, to be able to 

buy indemnity cover 

• Cheaper if you leave it late, because 

members transfer out or die

• The PPF also does GMP equalisation at 

the point of scheme winding up

IN FAVOUR OF 
RECONCILING GMPS NOW 
AND THEN DOING GMP 
EQUALISATION:
• Reconciliation is a good reason to 

put off GMP equalisation, but after 

reconciliation is complete in a year or 

so, at least a few schemes will surely 

implement GMP equalisation

Is there clarity at the end of the tunnel?  

Lloyds Trade Union are taking GMP 

equalisation to the High Court.  The case 

affects 230,000 members and could 

potentially cost Lloyds Bank a hundred 

million pounds.  The case is expected to be 

heard in 2018.    

Wait and see Reconcile GMPs  
Leave until  

winding up?

CONCLUSION

MARK SATURLEY 
Consultant

mark_saturley@jltgroup.com
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CURRENT PRICING LEVELS
A COMPARISON TO GILTS AND BONDS
This chart (figure 1) compares insurer 

pricing to technical provisions and 

accounting liabilities near the end of 

2017.  The relative values are closer 

together for pensioners in payment 

(where the technical provisions basis 

uses a yield of “gilts+0.5%pa”, which 

is almost achievable by the cheapest 

insurer indicative pricing) but further apart 

for non-pensioners, reflecting the greater 

duration and therefore higher cost of 

insuring non-pensioners.

INTEGRATED MONITORING, SETTLEMENT, INVESTMENT AND VALUATION
Integrated buyout price monitoring, 

investment tracking and valuation 

technology mean it is now far easier to 

track bulk annuity affordability against 

technical provisions, accounting liabilities 

and asset values. 

The height of the bands in the chart 

below reflects the increasing variability in 

bulk annuity prices over 2017 (based on 

sample pricing from three bulk annuity 

insurers).  Some stunning pricing has 

been available, the best on an intermittent 

basis, that is to say it has been necessary 

to be out at market and monitoring in 

order to spot the best pricing. 
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Figure 2: Monthly approximate bulk annuity price monitored against scheme assets, accounting and 
funding liabilities (source: JLT PFaroe)

Figure 1: Approximate month-end bulk annuity prices (source: JLT PFaroe)

Over the year up to Christmas, 

the pension deficits of the FTSE 

100 companies have eased only 

marginally.  Monitoring and hard 

work is the key to achieve good 

bulk annuity pricing.  The latest 

JLT Employee Benefits analysis 

of the FTSE 100 is available on 

the Publications page of our 

website: 

https://www.jltemployeebenefits.

com/our-insights/publications 

Helping members plan options at 

retirement, using a cost effective 

combination of guidance and 

advice, will help members and 

will help the scheme.

FTSE 100 PENSION DECISION 
SERVICE

THE FTSE 100 AND THEIR

PENSION DISCLOSURES

August 2017

reports for years ending on or before 30 September 2016 and published by 28 Februar y 2017.

reports for years ending on or before 30 September 2016 a

https://www.

jltemployeebenefits.

com/pensions/pension-

decision-service

http://www.JLTemployeebenefits.com/our-insights/publications
http://JLTemployeebenefits.com/our-insights/publications
https://www.jltemployeebenefits.com/pensions/pension-decision-service
https://www.jltemployeebenefits.com/pensions/pension-decision-service
https://www.jltemployeebenefits.com/pensions/pension-decision-service
https://www.jltemployeebenefits.com/pensions/pension-decision-service
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THE MARKET IN NUMBERS
DEALS PUBLICISED TO DATE IN 2017 (UP TO 15TH DECEMBER)

DATE SCHEME / FIRM INSURER SIZE £M TYPE OF TRANSACTION

Dec-16 PGL Pension Scheme Phoenix  1,200 Buy-in

Jan-17 Un-named scheme PIC 60 Buy-in

Jan-17 GKN PIC 190 Buyout

Jan-17 Land Securities' scheme Just 110 
Medically underwritten bulk 
annuity

Jan-17 TI Group PIC 140 Buy-in

Jan-17 Alcatel-Lucent PIC 100 Buy-in

Jan-17 Civil Aviation Authority PIC 90 Buy-in

Jan-17 Aliaxis UK Just 36 
Medically underwritten bulk 
annuity

Feb-17 Cancer Research Canada Life 250 Buy-in

Feb-17 Smiths Group (TI Group Scheme) PIC 130 Buy-in

Mar-17 Federated Flexiplan No. 1 scheme Aviva 70 Buyout

Mar-17 Alps Electric Pension Scheme PIC 33 Buyout

Mar-17 Zurich back book annuities Rothesay Life  TBC Insurer back-book

Apr-17 Monsanto Pension Plan / Pfizer Scottish Widows 100 Buy-in

May-17 Tullett Prebon Rothesay Life 270 Buyout

May-17 Church & Dwight Aviva 50 Buyout

May-17 Mizuho L&G 10 Buyout (DB DC HYBRID)

May-17 3i Group Pension Plan PIC 200 Buy-in

May-17 College of Law Pension Aviva 28 Buy-in

Jun-17 Vesuvius PIC 15 Buy-in

Jun-17 Unamed PIC 690 Buy-in

Jun-17 Skanska pension fund Zurich / SCOR 300 Longevity swap

Aug-17 Jarrold & Sons Aviva 19 Buy-in

Aug-17 Scottish and Southern Energy L&G 800 Longevity swap

Aug-17 Scottish and Southern Energy PIC 250 Buy-in

Aug-17 Scottish and Southern Energy PIC 100 Buy-in

Sep-17
Marsh & McLennan Companies (MMU) UK 
pension Fund

Canada Life Reinsurance,  
Prudential Insurance 
Company of America (PICA)

3,400 Longevity swap

Sep-17
Plumbing & Mechanical Services (UK) 
Industry Pension Scheme 

L&G 560 Buy-in

Sep-17 British Airways Pension Scheme
Partner Re and Canada 
Life Re

1,600 Longevity swap

Oct-17 Pearson Pension Plan Aviva 600 Buy-in

Oct-17 Smiths Group Canada Life 207 Buy-in

Oct-17 Pearson Pension Plan L&G 600 Buy-in

Oct-17 Wolseley Group scheme PIC 590 Buy-in

Nov-17 Dock Workers Pension Fund PIC 725 Buy-in

Dec-17
Merchant Navy Officers Pension Fund 
(MNOPF)

L&G 490 Buy-in

Dec-17 Pirelli PIC 100 Buy-in
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Whilst all reasonable care has been taken in 
the preparation of this publication, no liability is 
accepted under any circumstances by Jardine 
Lloyd Thompson for any loss or damage occurring 
as a result of reliance on any statement, opinion, 
or any error or omission contained herein. Any 
statement or opinion unless otherwise stated 
should not be construed as independent research 
and reflects our understanding of current or 
proposed legislation and regulation, which 
may change without notice. The content of this 
document should not be regarded as specific 
advice in relation to the matters addressed.

Unless otherwise stated, the data on which  
the analysis in this report is based is provided  
by insurers on a regular basis. Market data is 
sourced from Thomson Reuter, FT.com and 
Google Finance Beta. We have also referenced 
JLT’s internal valuation assumptions guidance.  
All analysis has been undertaken by JLT.  
We have relied on the data provided and have 
not independently verified this information.

JLT Employee Benefits. A trading name of 
JLT Benefit Solutions Limited. Authorised and 
regulated by the Financial Conduct Authority. A 
member of the Jardine Lloyd Thompson Group. 
Registered Office: St Botolph Building, 138 
Houndsditch, London EC3A 7AW. Registered in 
England No. 02240496. VAT No. 244 2321 96. 

© December 2017 276002
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HARRY HARPER FIA
Director and Head of Buyouts
harry_harper@jltgroup.com
+44 (0)161 242 5312

RUTH WARD FIA
Senior Consultant
ruth_ward@jltgroup.com
+44 (0)207 558 3036

DAVID BARRATT
Senior Consultant
david_barratt@jltgroup.com
+44 (0)1727 775 421

ROBERT EDGE
Consultant
robert_edge@jltgroup.com
+44 (0)207 528 4251

JOSHUA FOX
Consultant
joshua_fox@jltgroup.com
+44 (0)161 253 1176

MARKET SHARES

Bulk annuity market shares (2008-2017)   £82bn

Bulk annuity market shares (2017)   £12.5bn
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NEW BUSINESS VOLUMES TO THE END OF DECEMBER 2017

Chart 1: Bulk annuity and longevity swap market volumes since 2006

Note: To avoid double counting, Chart 1 does not include back-book annuity transfers 

where these have been recorded in Chart 1 as prior year bulk annuity sales.

During 2017 we are aware of 11 medically underwritten transactions (mostly non 

publicised).




