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Resolution and Axa

On the 24™ June Axa announced that it had reached agreement with Resolution Ltd to dispose its UK-
based traditional life and pensions businesses, its IFA protection and corporate pension businesses,
and its annuity businesses for consideration of £2.75 billion.
http://www.axa.com/lib/en/uploads/pr/group/2010/AXA PR 20100624b.pdf

The full details of the deal are expected to be finalised in September, and must be approved by

regulators and by Resolution's shareholders.

Resolution Ltd already owns Friends Provident and intends to merge the two, saving £75m a year in

costs.

Resolution wants to become the UK's biggest provider of life insurance, and is thought to be

considering merging three life insurers and sell or float the enlarged business in 2013.

The combined company will be re-named Friends Life and see its embedded value (a measure of

future profits) grow from £2.5bn to £6bn.

Resolution Ltd is a change from Resolution “mark one”. “Mark One” acted as a consolidator, buying
up insurance funds and saving administration costs by closing them to new business. That business
was sold to Pearl, and is now called Phoenix. The argument used by some is that a With profits fund
closure can have a big impact on investment performance: the argument being that managers no
longer have the spur of needing to attract new investors while existing ones are usually locked in by

charges for early surrender.

Investors in Axa don’t however have to worry about the closure of their fund to new customers. That
has already happened to the traditional funds now branded under Axa (with-profits and other
insurance policies issued by Sun Life, Equity & Law, Provident Life and Winterthur ) and Resolution
insists that it has no intention of closing any of the funds in the Corporate Benefits group personal

pension and money purchase pension schemes.
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Resolution may try to improve the performance but it is unlikely to be a priority - Resolution's aim is to

buy up as many life funds as it can, cut administrative costs and eventually sell on the company.

| guess the bottom line is that this takeover should prompt investors (and advisers) to review policies
on a case by case basis to ensure that they are still “suitable” for the investor while at the same time
checking for any clauses that allow early surrender without paying the MVA (at ten years?) or any type
of “guarantees”.

Ultimately combining various life offices into one larger office makes sense to me and isn’t necessarily
detrimental to investors but is a good reason to check that policies are still appropriate for individual
aims and objectives etc.

Whilst LighthouseXpress Ltd has taken every effort to ensure that the above research is
accurate, we cannot accept liability for any errors or omissions. In addition, it should be noted
that the research does not constitute advice to invest, or not invest, in any product referred to
above. This research is provided in order to assist you to provide your clients with sufficient
information on which to make an informed investment decision. The past performance of an
investment provides no guarantee as to the future performance of the new funds. The value of
unit prices can fall as well as rise and the return of your capital is not guarantee.

LighthouseXpress Ltd is a wholly owned subsidiary of Lighthouse Group Plc, the AIM listed
largest autonomous IFA and wealth management group in the UK. Full details of the group,

including regulatory authorisations, can be found at htip://www.lighthousegroup.plc.uk, or by
contacting:

General enquiries phone number: 08000 85 85 90

General enquiries email address: enquiries@lighthousegroup.plc.uk




