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RESOLUTION LIFE New 7yr Tier 2

By Matthew Macreadie

What differentiates Resolution is that it has a conservative approach to risk. Risk management is
central to everything they do as a life insurance company. They also have a long track record in
the life industry since 2003 (over 20 years). This strong track record, alongside partnerships with
Blackstone and Nippon Life, helps Resolution to generate more value from their investments and
serve life insurance companies in the marketplace. Under the partnership, Blackstone manages
the private asset side of the investment book. The balance sheet and solvency are the last two
key pillars that the company manages well. This also allowed the company to pay a dividend of
US$240m in 2023, up from the previous year.

Resolution Life (Resolution) is a global life insurance group focused on reinsurance and the
acquisition and management of life insurance policies. Headquarters are in Bermuda, with main
customers being primary life insurers in mature markets, including North America, Europe,
Australasia, and Asia. There are three core business units:

Resolution Re the global reinsurance business.

Resolution Life US where they buy/sell existing life and annuity portfolios from US
companies, acquiring the assets and liabilities

Resolution Life Australasia where they buy/sell existing life and annuity portfolios from
Australia/NZ, acquiring the assets and liabilities

Resolution Life currently has US$85bn (AUM) and has deployed US$5.7bn of capital across 4.3m
policies (as of 31 Dec 2023). By providing reinsurance, Resolution takes on the risks and
responsibilities created by life insurance companies. Furthermore, they also acquire portfolios of
existing life and annuity portfolios from established insurers, who want to free up capital.

The company is privately owned by a diverse group of global investors. As of 31 Dec 2023, the
group had raised US$8bn of commitments across c.60 investors. In 2023 alone, they raised
US$3bn in equity capital which included a US$500mn investment from Blackstone and an
additional US$1bn from Nippon Life. In relation to business and financial performance over 2023:

Risk underwriting, management of capital position/costs, and earnings from the
investment book drove underlying earnings. Over the year, cash was generated in line
with company expectations, despite not rotating out of assets as fast as expected. Capital
markets activity in 2023 was muted due to several factors, including the sustained higher
interest rates and the banking crisis that affected the US and Switzerland. This meant that
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there were fewer attractive investment opportunities, especially for higher-yielding private
assets.

Operating expenses were slightly higher than anticipated. The separation and digital
transformation programmes remain on track for the business. Cost management is a
priority area for 2024.

Capital position is robust. Resolution increased borrowings by US$1bn to fund our
growth, with US$750m of new bank debt, and an increase in revolving credit facility by a
further US$250m. Under the Bermuda Solvency Capital Requirement, the Group solvency
ratio is 181%. Resolution has an investment grade rating from Moody's with an implied A3
notional Insurance Financial Strength for the Group and a Long-Term Issuer Rating of
Baa2 for the Issuer, as well as a BBB Long-Term Issuer Default Rating from Fitch for the
Issuer.

Heading into 2024, Resolution is seeing more optimism in the capital markets. Inflation is easing
and they expect the interest rate cycle to have peaked, which is positive for asset rotation.

The table below shows the group’s statutory premiums from its insurance and reinsurance
activities and statutory investment return, net of investment expenses and realised gains/losses.
Furthermore, the slide below shows the financial review for 2023.

Resolution Re RLA RLUS Total
$m 2023 2022 2023 2022 2023 2022 2023 2022
Direct - - 1,088 1,156 9 10 1,097 1167
Assumed 2,959 1,325 - ~ 2,475 754 5,434 2078
Ceded - -~ (655) (655)(1,044) (434) (1,699) (1,089

Total net
premiums 2,959 1325 433 501 1,440 330 4,832 2156

For the For the
year ended year ended
31 December 31 December

Sm 2023 2022
Bonds and debentures 1,544 1,207
Equity securities 157 131
Investment funds 564 441
Commercial mortgage loans 140 88
Funds withheld assets 795 762
Policy loans 112 81
Other investment income 14 6
Net realised gains (losses) (205) (3,856)
Investment expenses (169) (113)
Total investment return 2,951 (1,253)
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Capital requirements are calculated in accordance with Bermuda Solvency Capital Requirement.
As of 31 Dec 2023, the capital position was as follows:

2023 ($
5,335
2,952
2,383
181%

2022 ($
4,726
2,624
2,102
180%

Capital position

Available statutory economic capital
ECR

Surplus

Solvency ratio

Adjusted operating earnings $m

Adjusted operating earnings decreased by 42% to $262m (2022 $452mv), primarily driven by unfavourable underwriting and mortality experience 2023 I 262
across the Group. In addition, staff costs increased, to support the growth of the business and build capability. Financing costs increased due 2022 452
to higher interest rates and additional debt, following the $750m issue of new bank debt. 2021 I 303

Adjusted book value $m
2023 |—— 6,750
2022 I 5 569"

On an adjusted basis the Group continues to accrete shareholder’s equity, with an adjusted book value of $6,750m (2022 $5,669m). The adjusted
book value reflects the $6,087m fair value established on the Purchase GAAP exarcise following the completion of the Blackstone transaction on

2 October 2023, additional capital contributions from investors of $796m, and accretion of positive underlying eamings in Q4, less Group dividends. 2021 5.360

Platform cash generation $m

Platform cash generation is defined as the excess above target capital ratios and collateral requirements in each platform. 2023 I 765
2022 642

The cash generation of $765m in 2023 was higher than 2022 ($642m), reflecting tax outcomes over the year mainly from asset rotations

in Australasia and the positive impact of improved macroeconomic conditions on the market based Bermuda economic balance sheet. 2021 879
Cash generation in the US reflected the completion of the reinsurance transaction with Farmers New World Life Insurance Company in
Q3 offset by higher realised capital losses due to portfolio rotation, which provides higher investment returns going forward.
Group leverage ratio
Our financial leverage ratio definition is consistent with the Fitch Rating Methodology and uses our adjusted measure of book value. We have
a financial leverage target of 25%-30%, which is consistent with our ‘A’ range financial strength rating target. We manage the financial leverage 2 L/
ratio carefully given its influence on our credit rating, funding costs and ability to maintain financial flexibility. Z 8% ) / o 0
The leverage ratio increased slightly to 28% (2022 27%). This mainly reflects higher borrowings following the issue of $750m of new bank debt,
which was largely offset by higher adjusted book value following the Purchase GAAP exercise on completion of the Blackstone transaction, 2023 2022
and additional capital contributions from investors.
Group Bermuda Solvency Capital Requirement (BSCR) ratio
Group solvency capital is calculated in line with the requirements of the Barmuda insurance regulatory framework. We seek to maintain a strong 0 o0
Group solvency position, in line with our risk appetite. /0 O
The ratio remained stable over the year, after reflecting additional equity capital and M&A activity, the repayment of two debt facilities which 2023 022
counted as regulatory capital and economic and business variances. S
Platform solvency ratios 31 Dacamber 31 December
2 2023
Local solvency ratios are presented in line with the requlatory regimes in territories in which each of our platforms operate. Sohency tatia font TG
The ratios have remained very strong throughout the year, in the face of significant market volatilit ith all our business well above Fionotfon Ho BoL 1 21t 2its
Ve I U ul M {f g Ly, Wil ir Dus wi Vi "
target levels of capitalisation. Australasia PCA (Life Co) 308% >175-200%
USA RBC (RLCO) 465% 435%

1 Adjusted book value and adjusted eamings for the year ended 31 December 2022 were previously reported as $5,729m and $521m respectively
and have since been updated to reflect updates to methodology.
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The relative value of RESLIF versus other USD insurance comps is quite attractive. Although life
insurers tend to price at a discount vs insurer, RESLIF prices well outside other USD insurance
comps. Compared to AUD Tier 2 banking comps, there is around a 250bps discount in valuation
(160bps for AUD Tier 2 paper). The rating differential (BB+ to A-) or four notches, implies some
discount. However, 250bps seems well wider than fair would suggest. If you factor in 25bps for 3
notches (A- to BBB-) and then an equivalent 100bps by dropping (BBB- to BB+ or high-yield) this
would imply a fair value spread differential of 175bps. Thus, we would expect at least 75bps of
spread compression over the near term.
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Research Report Disclosure

IAM Capital Markets Limited (AFSL 283119) ('|AM Capital Markets') is a financial service business and provides general financial product advice
only. As a result, this document, the Content and the Reports are not intended to provide financial product advice and must not be relied upon
or construed as such. IAM Capital Markets does not express any opinion on the future or expected value of any financial product and does not
explicitly or implicitly recommend or suggest an investment strategy of any kind. The Content and the Reports provided in this document have
been prepared based on available data to which IAM Capital Markets have access. Neither the accuracy of that data nor the research
methodology used to produce the Content and Reports can be or is guaranteed or warranted. Some of the research used to create the
Content and the Reports is based on past performance. Past performance is not an indicator of future performance. Any forecasts are
predictive in character and based on specified assumptions generally available at the time and no reliance should be placed on the accuracy
of any forecast information. The actual results may differ substantially from the forecasts and are subject to change without further notice. The
data generated by the research in the Content or the Reports is based on research methodology that has limitations; and some of the
information in the Content or the Reports is based on information from third parties. IAM Capital Markets does not guarantee the currency of
the Content or the Reports. If you would like to assess the currency, you should compare the Content or the Reports with more recent
characteristics and performance of the assets mentioned within it.

You acknowledge that investment can give rise to substantial risk and a product mentioned in the Content or the Reports may not be suitable
to you. The Content and Reports have been provided or made available by IAM Capital Markets without taking account of your objectives,
financial situation, and needs. IAM Capital Markets strongly recommends that you seek independent accounting, financial, taxation, and legal
advice, tailored to your specific objectives, financial situation or needs, prior to making any investment decision. Neither IAM Capital Markets,
nor any of its directors, authorised representatives, employees, or agents, makes any representation or warranty as to the reliability, accuracy,
or completeness, of the Content and Reports. Nor does IAM Capital Markets accept any liability or responsibility arising in any way (including
negligence) for errors in, or omissions from the Content and Reports. IAM Capital Markets, its staff and related parties earn fees and revenue
from dealing in the securities as principal or otherwise and may have an interest in any securities mentioned in this document. Any reference to
credit ratings of companies, entities or financial products must only be relied upon by a ‘wholesale client’ as that term is defined in section
761G of the Corporations Act 2001 (Cth). IAM Capital Markets does not provide tax advice and is not a registered tax agent or tax (financial)
advisor, nor are any of IAM Capital Markets' staff or authorised representatives. IAM Capital Markets does not make a market in the securities
or products that may be referred to in this document.

An investment in notes, corporate bonds, syndicated loans, or any debt instrument should not be compared to a bank deposit. Notes,
corporate bonds, syndicated loans, or any debt instrument have a greater risk of loss of some or all an investor’s capital when compared to
bank deposits. IAM Capital Markets is not licensed to provide foreign exchange hedging or deal in foreign exchange contracts services. IAM
Capital Markets may quote to you an estimated yield when you purchase a bond. This yield may be calculated by IAM Capital Markets on
either A) a yield to maturity date basis; or B) a yield to early redemption date basis. Some bond issuances include multiple early redemption
dates and prices, therefore the realised yield earned by you on the bond may differ from the yield estimated or quoted by IAM Capital Markets
at the time of your purchase.

To the extent IAM Capital Markets has utilised research from BondAdvisor, the following Disclaimer applies. BondAdviser has acted on
information provided to it and our research is subject to change based on legal offering documents. This research is for informational
purposes only. We note that this security offering is only being made to investors who are not retail clients under the Corporations Act nor
located outside Australia This information discusses general market activity, industry or sector trends, or other broad-based economic, market
or political conditions and should not be construed as research or investment advice. The Content of this Report is not intended to provide
financial product advice and must not be relied upon as such. The Content and the Reports are not and shall not be construed as financial
product advice. The statements and/or recommendations on this web application, the Content and/or the Reports are our opinions only. We
do not express any opinion on the future or expected value of any Security and do not explicitly or implicitly recommend or suggest an
investment strategy of any kind. The Content and Reports provided have been prepared based on available data to which we have access.
Neither the accuracy of that data nor the methodology used to produce the Report can be guaranteed or warranted. Some of the research
used to create the Content is based on past performance. Past performance is not an indicator of future performance. We have taken all
reasonable steps to ensure that any opinion or recommendation is based on reasonable grounds. The data generated by the research is
based on methodology that has limitations; and some of the information in the Reports is based on information from third parties. We do not
guarantee the currency of the Report. If you would like to assess the currency, you should compare the Reports with more recent
characteristics and performance of the assets mentioned within it. You acknowledge that investment can give rise to substantial risk and a
product mentioned in the Reports may not be suitable to you. You should obtain independent advice specific to your particular circumstances,
make your own enquiries and satisfy yourself before you make any investment decisions or use the Report for any purpose. This Report
provides general information only. There has been no regard whatsoever to your own personal or business needs, your individual
circumstances, your own financial position or investment objectives in preparing the information. We do not accept responsibility for any loss
or damage, however caused (including through negligence), which you may directly or indirectly suffer in connection with your use of this
Report, nor do we accept any responsibility for any such loss arising out of your use of, or reliance on, information contained on or accessed
through this Report.

© 2024 IAM Group | Income Asset Management Group Limited ABN 42 010 653 862 (ASX: IAM) and wholly owned subsidiaries, IAM Capital
Markets Ltd ABN 86 111 273 048 AFSL 283119, IAM Cash Markets Pty Ltd ACN 164 806 357 as corporate authorised representative (no.
001295506) of AFSL 283119, Trustees Australia Limited ABN 63 010 579 058 AFSL 260038 and IAM Funds ABN 54 643 600 088, together the
IAM Group.

The information in this website is for general information purposes only and does not purport to contain all matters relevant to any particular
or financial instrument. It is not intended to be a recommendation, offer or invitation to purchase, sell or otherwise deal in securities or other
investments. Before making any decision in respect to a financial product, you should read the relevant Financial Services Guide and Product
Disclosure Statement available from IAM Group https://www.incomeam.com and seek independent and specific advice from an appropriately
qualified professional. IAM Group shall not be liable for any errors, omissions, defects or misrepresentations in the information or for any loss
or damage (whether direct or indirect) suffered by persons who use or rely on the information contained here.
https://incomeam.com/disclaimer/
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