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Market update

In this latest edition of our Pension Risk Transfer (PRT) Monitor, we offer a side-by-side analysis of the two
largest PRT markets globally - the US and UK. We expect PRT volumes to remain elevated across the next
decade. Based on current levels, more than £250 billion of combined UK and US volumes are likely to be
secured by insurers in the next 3 years alone. In this bulletin we reflect on the first half of 2024 and examine
the acceleration in demand expected across the rest of the year.

In the US

ﬁ Following a quick start to the year for the US
PRT market with the first quarter closing at an

= unprecedented $14.6 billion’, the strong
volumes continued through Q2 and pushed

the first half of 2024 to an estimated $26 billion. This

equates to around a 15% increase from H1 2023 and the

largest H1 on record.

As we've reported in past Monitors, the increase in
market volumes continues to be driven by transactions
that are over $1 billion. We saw five such transactions
close in H1, totaling approximately $16 billion. Over the
last 3 years, large transactions have made up around
50% of the market, showing their significance on overall
market volumes. Additionally, the average premium per

H1 vs Total Sales Volume (in billions)?

transaction has also risen by around 20% compared to

H1 2023, contributing to the record volumes being seen.

There has also been an increase in the number of plan
sponsors looking to terminate their pension plans. Of the
transactions we saw in H1, 66% by count were plan
terminations, compared to 54% in 2023. High funding
ratios may be playing a role in this rise as plan sponsors
are in a better position to transact. The average US
pension funding ratio continues to soar at 109.5% in July
according to Legal & General Investment Management
America’s Pension Solutions Monitor?.

Our US business, which has been in the PRT market
since 2015, completed $548 million in the first half of
2024, our second largest H1 to date.
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Top 3 largest publicly announced US transactions in 2024 year to date

Name Size Sm Insurer
Verizon Communications Inc. 5900 Prudential and RGA
Shell USA Inc., 4,900 Prudential

3M Co. 2,500 MetLife

The competitive landscape

There are 21 insurers in the US PRT market, with the latest
entering just last year and more market entrants expected.
The increasing number of insurers participating in PRT
has heightened competitiveness and capacity in the
market, allowing for more support of plan sponsors as
they look to derisk with transactions of all sizes.

2024 Market Outlook

The strong market activity in the first half has continued
into the second and we could see at least two more
transactions over $1 billion close by year-end. While large
transactions continue to drive market volumes, we are

also seeing increased activity from mid-sized pension
plans when compared to previous years. Looking at the
third quarter this year, we're seeing an increase of
approximately 20% by count in transactions between $50
and $500 million when compared to the last 5 years. This
demonstrates the growth of the overall market and
signifies that sponsors of pensions plans of all sizes are
increasingly looking to PRT as a de-risking tool.

We anticipate the full year market volume to exceed
$50 billion, surpassing 2023’s volume of $46 billion
and nearing the record-setting volume in 2022 of
$571.9 billion.
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In the UK

Following a record-breaking 2023 in which
almost £50 billion of retirement income was
secured across the market, demand remains
exceptionally strong from pension schemes
of all sizes.

As reported in our_half year results, we have written or are
in exclusive negotiations on £5 billion of transactions. In
the year-to-date we estimate that insurers have completed
around £20 billion of buy-ins and buyouts, and we have
over £20 billion of active deals in the UK pipeline, most of
which we expect to transact in 2024.
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This demonstrates how the market has scaled up capacity
and reflects a step change from the volumes we were seeing
just two or three years ago.

As in the US, we have seen a significant increase in the
number of £1 billion+ cases coming to market and the
pipeline includes several very large pension schemes.

The total market volume in 2024 is likely to exceed £40 billion,
making it one of the largest years on record. The longer-term
pipeline is the largest we have ever seen, and we continue to
expect elevated PRT volumes over the next decade.
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Largest publicly announced UK buy-ins and buyouts in 2024 year to date

Name Size £m Insurer
Coats UK Pension Scheme 1,300 PIC
TotalEnergies UK Pension Plan 1,200 PIC
SCA UK Pension Plan 1,100 L&G

ICl Pension Fund 900 L&G
Rolls-Royce & Bentley Pension Fund 880 Standard Life

Large transactions

The largest publicly announced buy-ins and buyouts in
the year to date are shown in the table above. These
transactions include Legal & General's £900 million
buy-in with the ICI Pension Fund and £1.1 billion buy-in
with the SCA UK Pension Plan, a longstanding client of
our Asset Management business.

Our recent survey of some of the UK's largest DB
schemes found that over half of respondents plan to
implement a buy-in or buyout. A decade ago, the market
had completed just 7 transactions over £1 billion, and
since then there have been more than forty.

How these large transactions are structured and when
they complete can materially impact the total market
volume in any given year.

Small transactions

The market for smaller schemes continues to flourish
with the number of transactions below £100 million more
than doubling from 2020 to 2023. A recent survey from
DLA Piper found that all consultants operating in the
small scheme space have seen successful transaction
rates alongside affordable pricing.

We continue to see strong demand for our ‘Flow’ solution
which offers dedicated pricing resources and an efficient
onboarding framework for smaller pension schemes. We
provide price locks for all Flow transactions which

delivers price certainty and the ability to transact quickly.

Clients of our Asset Management business can also
benefit from a bespoke asset transfer arrangement
preserving affordability and minimising transition costs
for the scheme.

The importance of close engagement

The industry has a long track record of meeting increasing
demand and the significant step up in volumes
demonstrates that there is excellent capacity. The market
welcomed two new entrants last year, and as in the US,
more are expected to follow in future which is likely to
expand capacity further particularly for small and mid-
sized schemes.

At the same time, the market is as busy as we have ever seen
it. For pension schemes approaching a busy market, close
engagement with advisers and insurers can make a huge
difference. On the liability side, insurers need to understand
the benefits they are taking on. On the asset side, insurers
will consider how the scheme’s assets compare to their
pricing portfolio, and if there are any additional requirements
such as restructuring illiquid assets.

Some pension schemes are adopting a partnership
model, in which the scheme works exclusively with a
carefully selected insurer in an open and transparent way
to achieve its objectives. Our recent transaction with the
SCA UK Pension Plan is an example of a successful
partnership approach where we worked with our Asset
Management business to bring together highly bespoke
investment and insurance solutions to help the Plan
secure the benefits of 9,500 members.
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https://www.dlapiper.com/en/insights/publications/2024/06/open-for-business-how-the-bulk-annuity-market-has-expanded-to-welcome-small-schemes
https://www.legalandgeneral.com/institutional/pension-risk-transfer/what-we-offer/illiquid-asset-solutions/
https://group.legalandgeneral.com/en/newsroom/press-releases/legal-general-completes-1-1-billion-buy-in-with-the-sca-uk-pension-plan

Contactus
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Important information

If you're contacting us by email please remember not to send any personal, financial or banking information, because email is not a secure
method of communication.

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.

Legal & General Assurance Society Limited.
Registered in England and Wales No. 00166055. Registered office: One Coleman Street, London EC2R 5AA.
Authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority.

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. Legal & General America life insurance and
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 Life is not authorized as an insurer in and does not do business in New York. The Legal & General
America companies are part of the worldwide Legal & General Group.
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