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Market update

Both the US and UK Pension Risk
Transfer (PRT) markets experienced
a strong second half of 2021, with a
potentially record-breaking year in the
US. Below, we reflect on the market
performance and trends in 2021,

and what we expect in 2022 for both
markets.

Inthe US -

Fueled by an increased number of
large-to-jumbo transactions in 2021 and
after the second largest quarter ever in
Q3 ($16b"), we are expecting last year
to be the largest year on record for the
US PRT market. We estimate the total
annual volume to be between $38-40
billion, up significantly from 2020 in
which the market totaled $27 billion?,
exceeding the current record of $36
billion® from 2012. This unsurpassed
market volume is attributed to the 10
transactions close to, or over, $1 billion
that closed last year.

$38-40bn

Estimated 2021 total
market size in the US

As we mentioned in our Q3 PRT
monitor, the average funded status of
defined benefit (DB) plans continued to
increase throughout 2021 due to strong
investment returns and rising interest
rates. This may incentivize more

plan sponsors to move forward with
transferring their pension risk in 2022.

We estimate the total volume for the
last quarter of 2021 to be between
$12-14 billion. Although Q4 slowed
down slightly in comparison to Q3, this
volume was the momentum necessary
to complete a record-breaking year in
the PRT market.

Lift-outs were more prevalent in the
second half of the year. Most notably,
in Q4, lift-outs generated approximately
90% of total premiums compared

to plan terminations. Overall, plan
terminations have slowed down when
compared to years prior, but market
expectation is that we may begin to
see this change. Read more about this
observation in the 'Looking forward'
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of Q4 US deals by premium
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2021’s largest publicly
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In the UK -

The UK market has experienced

rapid growth over the past decade. A
baseline of over £25 billion of annual
volume is now well-established and we
expect the market to go from strength
to strength in the coming years. 2021
was another successful year with

the pace and volume of transactions
increasing significantly in the second
half of the year, and this momentum
has continued into 2022.

Not all transactions in 2021 have been
publicly announced yet, but we expect
the total volume will approach £30
billion. This makes the second half of
20217 - at around £22 billion - one of the
largest and busiest six-month periods
in the history of the market.

Several factors have driven this strong
demand. Pension plan funding

1. https://www.limra.com/siteassets/newsroom/fact-tank/sales-data/2021/q3/3q-2021-prt-buy-out.pdf

https://www.limra.com/siteassets/newsroom/fact-tank/sales-data/2021/q3/3q-2021-prt-charts-buy-in.pdf

2. https://www.limra.com/en/newsroom/news-releases/2021/secure-retirement-institute-fourth-quarter-u.s.-single-premium-pension-buy-out-sales-jump-21/

3. https://www.ai-cio.com/news/us-pension-buyout-sales-more-than-triple-in-q3-to-15-8-billion/


https://www.lgra.com/docs/librariesprovider3/lgra--knowledge-center/october-2021.pdf?sfvrsn=de9eba62_29
https://www.lgra.com/docs/librariesprovider3/lgra--knowledge-center/october-2021.pdf?sfvrsn=de9eba62_29
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In the UK (cont.) -

improved significantly over the course of the year, and more plans are moving closer

to their endgame and full buyout funding. Insurers and their reinsurance partners are _£30bn
both geared up for this demand and have increased their appetite for new business.

We've seen insurers post strong new business figures across the market reflecting Estimated 2021 total
a competitive and vibrant environment for pension plans of all sizes. The largest market size in the UK

transaction completed in 2021 was the Metal Box Pension Scheme's £2.2 billion buy-
in with the Pension Insurance Corporation (PIC).
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Source: LIMRA Secure Retirement Institute Group Annuity Risk Transfer Survey. 2021 figure Source: Legal & General analysis. Excludes insurer backbook transactions.

based on Legal & General Retirement America's estimation.

Looking forward

Inthe US -

A busier first half of the year expected

We expect the appetite for plan sponsors with de-risking ambitions to increase in 2022. A handful of large transactions
over $750 million are already in the pipeline for this year, potentially paving the way for a robust first half of the year
compared to recent years. This could indicate that more plan sponsors with fully funded pension plans are beginning to
take interest in mitigating their pension risk, likely resulting in a busier H1 than the past couple of years. As a new insurer
has joined the market in 2021, plan sponsors who are looking to de-risk in 2022 could benefit from competitive pricing.

Plan terminations to make a comeback

In the second half of 2020, various pension consultants noted an uptick in plan sponsors starting the plan termination
process, resulting in the potential to see more plan terminations enter the market in the coming months, given that plan
terminations can take 12-18 months to complete.

More buy-in transactions coming to market

We have also seen continued interest around buy-ins for plan terminations. In Q4 2021 there were four buy-in
transactions completed. This type of deal has become an attractive solution for plan sponsors looking to benefit from
removing risk at the start of the plan termination process, by taking advantage of locking in more favorable pricing ahead
of the 12-18 months it typically takes to complete. Should Q1 be indicative of the rest of the year, we expect to see more
buy-in transactions come to market.
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In the UK -

Preparation and early engagement remain key

We expect volumes to continue to grow in the UK market. This growth will be driven by various factors such as market
movements, asset availability and the number of large pension plans coming to market.

A record breaking 2019, in which £43 billion of new business was completed, demonstrated that the market has sufficient
capacity for higher volumes and numerous multi-billion transactions.

With the market poised for future growth, pension plans that prepare thoroughly and engage early will attract the most
interest from insurers.

Opportunities for small and mid-sized pension plans

75% of UK pension plans have assets of less than £100 million and it can sometimes be challenging for smaller pension
plans to get insurer engagement in a crowded market. However, solutions do exist, particularly if the trustees are prepared
to work with a single or smaller group of insurers, or with an advisor that has negotiated pre-agreed terms for smaller
transactions with insurers.

Buyout - the endgame target of choice for most

Aon's Global Pension Risk Survey 2021/22 reported that buyout has overtaken self-sufficiency as the most common
long-term objective for UK DB pension plans and that the average expected timescale to reach that target is now under
nine years. The endgame choices available to pension plans today are greater than ever with new innovations increasing
flexibility and affordability. Ultimately, the survey supports the view that buyout is seen as the gold-standard destination of
choice for most UK pension plans.

Find out more

Sheena McEwen (Head of Distribution) and John Towner (Head of New Business) Watch here >
discuss what to expect in 2022 in our popular Institutional Insights series.
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Legal & General Retirement America, as an active participant in the US Pension Risk Transfer market, receives and analyzes in the normal course of its
business certain information provided to it and other market participants. All non-aggregated statistics presented herein are available in the public domain.
The inputs for US aggregated statistics are widely available in the market but may be subject to individual confidentiality obligations. Although believed to
be reliable, information obtained from third party sources has not been independently verified and its accuracy or completeness cannot be guaranteed.

Legal & General Retirement America is a business unit of Legal & General America, Urbana, MD. Retirement products are underwritten and issued by
Banner Life Insurance Company, Urbana, MD and William Penn Life Insurance Company of New York, Valley Stream, NY. Banner products are distributed in
49 states, the District of Columbia and Puerto Rico. William Penn products are distributed exclusively in New York; Banner does not solicit business there.
The Legal & General America companies are part of the worldwide Legal & General Group. CN 02042022-1

Legal & General Retirement Institutional is a business unit of Legal & General Group Plc, one of the UK's leading financial services groups. In the UK,
retirement products are underwritten by Legal & General Assurance Society Limited, a company authorized by the Prudential Regulation Authority and
regulated by the Financial Conduct Authority and Prudential Regulation Authority with registered office at One Coleman Street, London.

This is not an advertisement for pension members or employees. It's intended for professional financial advisers and pension trustees classified as
Professional Clients and should not be relied upon by pension plan members, employees, or any other persons.



https://www.aon.com/getmedia/45633b07-629b-4809-b1d1-d50b29626ee4/The-DB-pension-risk-management-journey.pdf.aspx
https://www.legalandgeneral.com/institutional/pension-risk-transfer/knowledge-centre/videos/institutional-insights/

