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Group overview

• Revenue growth +11%

– Income from operations exceed R5 billion

• Continued strong operating results across South African and African 

businesses

– Africa Investment Solutions +29%

– Africa Risk & Insurance Services -3% (+11% excluding reduced 

contribution from operational interest income and personal lines insurance)

– Africa Financial Services +12%

• Investment Solutions: significant growth in assets and profits

– Global assets under multi-management total R124 billion at year end

• International Financial Services: significant growth in revenue and 

profit

– Income from operations +24%

– Trading result +39%



Group overview (continued)

• Core earnings per share +3%, despite difficult trading conditions in 

International Risk Services

– Considering structural options to support growth in this business

– Possible new investor and reduction in shareholding

• Distribution to shareholders of 59 cents per share

• Independent review of South African Financial Services business

– refer Africa overview



International review



International Investment Solutions

• Launched to market in September 2003; continues to attract new 

clients and assets

• £285 million net inflows during year; AUM doubled to £890 million

• Gathering momentum

– Implementation of SA Investment admin system 

– Approaching key milestone of £1bn assets under management; and 

competitive 3 year investment track record
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International Risk Services

• Holding revenue in difficult trading conditions

– Rate reductions in a number of insurance classes, particularly 
Professional Indemnity

– Certain non-core assets spun off and key professions team restructured

– Demonstrable signs of underlying growth

• Decreased profitability reflects both defence and offence

– Significant costs of defending market position

– Investment in key producers

• Strategic repositioning underway, including potential introduction 
of additional new shareholder
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International Financial Services

• Lane Clark & Peacock (UK, Belgium and Switzerland)

– Exceptional growth; increased demand for services in UK and Swiss markets 

resulting from legislative change 

– Continuing pensions market turmoil

– Again recognised as UK Actuarial Consultancy of the Year (UK Pensions Awards)

• Alexander Forbes Financial Services (UK)

– Main Pensions IFA business delivered double digit revenue and profit growth

– Launched Wealth Management division

– Some areas of underperformance; The Annuity Bureau and Channel Islands, 

receiving attention

Income from operations Trading result



International Financial Services (continued)

• DC Link Administration (acquired 2002)

– Trading loss continues to receive attention

– 40% growth in members under administration to 57,000

• Direct marketing (continuing operation)

– Scaled down; continues direct marketing of accidental death 

benefit products

– Performs all premiums and claims administration



International contribution
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Africa review



Africa overview
Trading results of operations
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Africa overview
Review of historical business practices

• Bulking of retirement funds’ current bank accounts

– Practice of aggregating on a notional basis the total value of all current 

accounts to negotiate better interest rates for benefit of clients

– Historical practice of receiving income from bulking started in 1996 and 

ceased in September 2004; clients earned >R1 billion interest income 

over this period

– Did not meet disclosure standards to which we aspire

– With agreement of Financial Services Board, plan to resolve

– by placing retirement funds in the position the funds would have been had a full 

corporate cash management rate of interest been paid on the current accounts

– allowance made for additional interest as well as retirement fund taxes which 

would have been incurred

– Aggregate estimated cost of R380 million

– Total amount and amount in respect of each fund subject to final verification by 

independent auditors

– Not expected to be materially different



Africa overview
Review of historical business practices (continued)

• Wider review of SA businesses

– Engagement of lawyers and independent auditors

– Appointment of board sub-committee comprising non-executive directors

– Comprehensive review of all income streams

– Review nearing completion: identified a limited number of additional 

potential historical exposures:

– Further provision raised of R100 million

• Amounts fully provided in the current year’s results

• Exposures identified relate to historical practices; do not 

have a material effect on current earnings

• Additional compliance procedures and transparency in all 

dealings with clients

• Committed to setting the industry standard



Africa Investment Solutions

• Strong revenue and profit growth

– Benefits of operational gearing coming through

• Net new inflows R3 billion

• Positive impact from favourable market conditions

– Market contribution to assets of R28 billion
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R83 billion+37%R114 billionClosing AUM

Average AUM R73 billion+33%R97 billion

Assets Under Multi-management (AUM)



Africa Investment Solutions (continued)

• Further growth in Stanlib Multi-manager and success with 

larger funds

• 5-year management agreement replaces share swap 

arrangement with Stanlib

• Competitive relative investment performance continues

– Most portfolios ahead or in line with benchmarks



Africa Investment Solutions
Asset allocation
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Investment Solutions
Global assets under multi-management
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Africa Risk & Insurance Services

• Main contributors

– Core Corporate Broking business

– Guardrisk (cell captive insurance)

– Afrinet network (10 African countries outside South Africa)

– Compensation Technologies (claims facilitation for medical providers)

• Trading results impacted by

– R12 million reduction in operational interest income

– R16 million reduced contribution from Personal Lines insurance

– Excluding above items, +11% growth in profits

Income from operations Trading result



Africa Risk & Insurance Services (continued)

• Good new business gains by the core Corporate Broking business

– R25 million booked in current year

• Success in attracting additional key client facing personnel

• Niche/specialist aviation broker acquired
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Africa Financial Services

• Strong performance from core Actuarial Consulting business

– Increased revenue from special projects, including those relating to 

legislative change

• Solid performance from Retirement Funds Administration business

– 1.5 million members under administration at year end

• Significant growth in Umbrella Retirement Fund business

– 35% increase in members under administration (>97,000 at year end)

– Grown to contribute approx. 11% of total revenues

Income from operations Trading result



Africa Financial Services (continued)

• Other main contributors

– Financial Planning Consultants, benefiting from new business and strong 

equity markets

– Homeplan:

– Pensions-backed lending book increases by R550m to R2.1 billion

– R750 million securitisation funding raised; balance of funding provided by major 

SA bank



Financial review



Financial review
Adoption of IFRS

• Financial information presented in full compliance with IFRS

• Comparative financial information restated

– Details of financial effects provided in Interim Results announcement

– Additional IFRS adjustment for treasury shares (refer SENS statement 

issued on 3 April 2006)

• Additional IFRS adjustment for treasury shares

– R81 million (2005: R30 million) reported loss does not reflect economic reality

– Excluded from core earnings per share to provide more meaningful reporting 

to shareholders



9717International Risk Services (IRS)
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736346Operating profit
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Financial review
Analysis of operating profit

* See analysis on next slide



(106)(466)Total exceptional gains and losses
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Provision for additional potential historical exposures identified by wider 
business review
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Financial review
Exceptional gains and losses



(30)(81)
Reported loss arising from accounting for policyholder 
investments as treasury shares
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Net fair value gain (offset by tax expense attributable
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Financial review
Profit before taxation



(9)(18)
Tax attributable to policyholders’ funds
(offset by fair value gain)

458(88%)57Profit after taxation

(45)(45)Minority interests
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Taxation

Taxation expense*
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Financial review
Profit attributable to ordinary shareholders

* See analysis on next slide



3081
Reported loss arising from accounting for policyholder 
investments as treasury shares
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Net fair value gain (offset by tax expense attributable to 
policyholders)

-468
Provisions for client settlements
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Adjustment for items with no tax effects:
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Financial review
Analysis of effective tax rate



Financial review
Analysis of core earnings

106466Exceptional/non-recurring gains and losses
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51-Shares issued to repurchase exchangeable bonds

460-462Adjusted weighted average number of shares

1519
Policyholder investments accounted for as treasury shares 
and deducted from equity under IFRS

Adjustments:

394443Weighted average number of shares (millions)
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Financial review
Core earnings per share

* Excluding Trading Results of International Risk Services, Core EPS increases by 15% reflecting the 

strong trading performance across the remainder of the group’s operations 



122113Depreciation and amortisation

Main non-cash expenditure item:

23(1)Consolidation of group cell captive insurance arrangement

613Dividends received from associates

923916Adjusted “cash profit” (b)

Cash items not included in trading results:

772+2%791Trading results of operations (per income statement)
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Financial review
Profits matched by cash flows



514164Free cash resources

(227)(214)Less: Working capital/liquidity buffer

(567)(489)Capital adequacy and solvency requirements 

2180Add: Available current financial assets

1 118731Net cash and cash equivalents

(1 531)(2 152)Less: Net current payables

2 6282 803Cash and cash equivalents

594315Available cash resources
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Financial review
Cash position



161184
Adjustment for policyholder investments accounted for as treasury 
shares and deducted from equity under IFRS

2 2581 797Adjusted total equity (b)

760678Total bank borrowings (a)

772791Trading results of operations (c)

635Net interest costs (d)
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Interest cover (c)/(d)

34%38%
Gearing ratio (a)/(b)

2 0971 613Total equity
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Financial review
Gearing and interest cover



Outlook



• Shareholders

– Annual distribution to shareholders:

– 59 cents per share

– Two times covered by core earnings

– Value enhancement through:

– Strategic repositioning underway for International Risk Services

– Further organic growth in core businesses

– Increased gearing and lower WACC

– Potential offer for entire group

– Empowerment important and delivering value

Strategy centered on delivery to Stakeholders, 

through growth in core businesses



• Customers

– Historical issues have been dealt with; focused on restoring client confidence

– Determined to demonstrate uncompromising governance and ethical standards

– Do great things and deliver value, in a way that we are proud of

• Staff

– Effective empowerment and transformation

– Rewarding and challenging environment

– Team work and individuals matter

• Wider community

– Conscious of our responsibility as good corporate citizen

Strategy centered on delivery to Stakeholders, 

(continued)



Conclusion 

• Build on successes

– Good growth in most businesses

– Strengthened management team

– Transformation in SA business:

– Real transformation achieved

– Creates opportunities for future growth

• Group in a strong position and well placed to capitalise 

on opportunities



Thank You


