


Normalised 
operating profit

Headline earnings Normalised 
headline earnings

Core new business

+6% to R16 878m incl. DH take-on of new closed 
schemes and gross revenue for the Vitality Group

to R8 266m to R16 137m to R5 401mto R5 803m
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Strategic observations for the period
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Financial
performance

Discovery Bank

2018 Ambition

Businesses The established businesses performed remarkably well, growing operating profit by 
14% and a pleasing return on capital. Emerging businesses turned to profitability with 
significant latent potential. Three substantial new businesses were launched.

The bank build is on track and within budget. Regulatory approval of the banking 
licence was conditional on FirstRand Bank (FRB) reducing its shareholding from 25.01%. 
An agreement has been reached by Discovery and FRB to accelerate this, with the 
proposed transaction seeing Discovery acquiring FRBɄs shares.

DiscoveryɅs core purpose has manifested in a globally relevant Shared-Value Insurance 
model. Our confidence in the efficacy and impact of the model led to the 2018 
Ambition and consequent operating framework.

This framed the financial results, with excellent earnings growth, strong cash 
generation of R10.6 billion from the in -force businesses, and considerable 
investment in new business - with favourable returns. The capital plan remains 
robust with the FLR decreasing to 25.8% and a cash buffer of R1.7 billion.
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New initiatives

Excellent performance. Mandate is to continue to provide its 
members access to quality, affordable healthcare on a 
sustainable basis, assisting in enhancing the healthcare system 
for all South Africans

1 Excludes DH take-on of new closed schemes and gross revenue for the Vitality Group

2 Experience variances excluding economic variances

3 Excludes new scheme take-ons

+11% +8%3

+1%

+129%

+19%

+17%

>200%

+10%

7%

+14%

-2%

of earnings

+7%

>200%

+108%

+6%

+84%

+40%4

R2,828m

R105m

R434m

R475m

(R393m)

R2m

(R111m)

>rf+10%

rf+7.5%

rf+7.5%

rf+11%

rf+6.7%

5%

7%

5%

R214m

R82m

R486m

(R105m)

Discovery Bank build in progress. VitalityInvest, umbrella 
funds and commercial insurance launched over the period

Business fundamentals strong, playing an important strategic 
role within the broader Ping An Group. The Ping An Health App 
attracted over 4.3 million users

Group now present in 17 countries. Significant investment in 
the Vitality One platform which enables the pace of expansion

Seminal period with a strong shift to profitability. Focus of the 
business was the execution of its business model in the 
personal lines market while launching a powerful interpretation 
of its SVI model for the SME target market

Robust performance. The business completely re-engineered 
itself for the low interest rate environment with all new 
business repriced and the business mix changed

Stand-out performance - the additive effects of the model and 
the various interventions resulted in better selection and 
excellent Vitality engagement and strong positive selective 
lapsation

Focus of Invest is to utilise the SVI model in the context of long-
term savings. The combination of this and efficient asset 
management structures yielded excellent results for 
customers while maintaining margins

Focus on quality, prudence and efficacy of the SVI model. NB 
growing in a contracting market, manifesting in market share 
exceeding 30%. Profitability, experience variance and VoNB 
reflected the focus on quality

(R1 675m) 6

n/a

New business1Operating profit Net cash flow5 RoE Experience variances2

+10% +17% 

4

n/a

(R40m)

4 Vitality Group fee income from insurance partners in constant currency terms and includes new business from MyOwn

5 Movement in shareholder free cash

6 Excludes new initiative spend included in emerging businesses

n/a



Make people 
healthier and 
enhance and

protect their lives

Life insurance

Health insurance

Short-term insurance

Long-term savings

Banking
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Trends underpinning the Shared -Value model remain relevant

Consumers live in a technology -dominated world 
and seek solutions instead of services

The nature of risk is behavioural and solutions 
are becoming increasingly personalised

Societies require companies to fulfil a socially 
progressive core purpose

6



Controllable behaviours that led to Shared -Value model

Life insurance Health insurance Motor insurance Long-term savings Banking

Members

Society Insurer
Lower claims

Higher margins

Positive selection 
and lower lapses

Healthier society

Improved productivity

Reduced healthcare 
burden

Improved health, better value through 
improved price and benefits

Make people healthier
and live longer

Make people healthier 
and live longer

Make people better
drivers and have fewer 

road accidents

Make people better 
prepared for retirement

Members

Society Insurer
Lower claims

Higher margins

Positive selection 
and lower lapses

Healthier society

Improved productivity

Reduced healthcare 
burden

Improved health, better value through 
improved price and benefits

Members

Society Insurer
Less vehicle 
accidents

Lower claims

Higher margins

Positive selection 
and lower lapses

Nation of better drivers

Less road deaths and 
injuries

Less RAF claims

Improved driving, better value through 
improved price and benefits

Members

Society Insurer
Greater funds

Longer investment

Better persistency

Lower withdrawals

Stronger savings culture

Lower pension reliance 
on the state

Better client outcomes

Encourage longer savings, responsible 
financial behaviour and a healthy lifestyle

World Health Organisation and
Global Burden of Disease

World Health Organisation and 
Global Burden of Disease

Road Traffic Management Corporation and 
U.S. Department of Transportation

National Treasury

4   4   4   4 5   3   3   3   4   
Lifestyle 

behaviours
Chronic 

conditions
Deaths 

worldwide

Journal of Economics and Finance 
and other sources

Lifestyle 
behaviours

Chronic 
conditions

Deaths 
worldwide

Driving
behaviours

Driving
conditions

Fatal 
accidents

Controllable
behaviours

Conditions Inadequate 
retirement 

funding

Controllable
behaviours

Credit 
defaults and 
retirement 
shortfalls
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Dynamics of the model manifest across all industries

Higher VNB

Selection Behaviour LapsesSales

>50%
lower mortality on

highly engaged

20%+ 
better claims experience 
compared to non -Vitality

>3.6x
lower lapse

rates

10% 
better driving 

score compared to 
population

60%
lower lapse rates15% 

improvement in
driving behaviour

Stayers have 24.7%
lower absolute loss 
ratios than leavers

60% 
lower income 
drawdowns 

85%+ 
invested into

preferred funds 25%-50% 
lower withdrawals

3x more

ad hoc additions

Ÿx x x

28%

10%

Initial engagers have: 

lower hospital 
costs 

lower chronic 
conditions

Members who run at least 

2 times
per week save

15%
on healthcare costs

1 from 2007 to 2016
2 from 2013 to 2018
3 RA and linked annuities, from 2015 to 2018

Life 
insurance

15%+ 
lower lapse rates

Stayers have 50%
mortality of leavers

Health 
insurance

Motor 
insurance

Long-term 
savings

20%-30%
increase in 
market share

44%
increase in 
market share 1

6x
increase in 
market share 2

70%-200%
increase in 
market share 3

Lower loss ratio

Lower loss ratio

Higher VNB

8
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2018 Ambition: best insurer in the world and a powerful force for social good

FOUNDATION

FINANCIAL AND SOCIAL IMPACTBUSINESSES

1

2

3

5

4

1

2

3

1
2

3

4

Insurgent

Meeting complex 
consumer needs

Significant 
engagement

Exceptional service

Superior actuarial 
dynamics

Powerful brand

Employer of choice for critical skills

Global platform, science and data

Values-based culture

Risk free + 10% return on capital

CPI + 10% profit growth

R10bn in pre-tax earnings

4 10m Vitality members



Operating model

Return on capital

Group profit growth of

10

Cash buffer  FLR



Organic growth engine

risk free + 10%
Return on capital

Group profit growth of

11

Cash buffer  

R1-2bn

FLR

< 28%



Rm

12 
months
to 30 Jun 

2018

12 
months
to 30 Jun 

2017

% 
change

E
s
ta

b
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h
e

d

6 573 6 109 +8%

2 188 2 175 +1%

2 454 2 496 -2%

1 107 972 +14%

1 172 1 068 +10%

E
m

e
rg

in
g 1 047 895 +17%

645 634 +2%

1 4341 7781 +84%

to R16 137m

Core new business

+6% to R16 878m incl. DH take -on of new closed 
schemes and gross revenue for the Vitality Group

2014 2015 2016 2017 2018

+11%

+8%

+10%

Consistent long-term growth Continuing excellent growth from 
emerging businesses

Continued growth off a high base

1 Represents 25% of Ping An Health new business API 

Individual life new business +3%
Invest net flows up 10%

Strong growth from the UK businesses

Total Ping An Health new business 

~ 4X Discovery Health core new business

12

Fee income from insurance partners up

40%



17.8m
Lives

Impacting a significant number of members globally 

South Africa

4.4m lives

1.9m Vitality members

Vitality Group
(excl. US)

0.8m Vitality members

UK

1.1m lives

1.1m Vitality members

Ping An

6.4m PAH*

4.3m Run Vitality

Vitality Group
(US)

0.8m Vitality members

*Group ɄotherɅ lives excluded due to duplication on policies. 

5.5m

5.9m

13

11.4m

Insurance

linked to

Vitality

Vitality stand

alone

Total Vitality

Vitality lives



Rm
12 months
to 30 Jun 

2018

12 months
to 30 Jun 

2017

% 
change

E
st

a
b

lis
h

e
d

2 777 2 505 +11%

3 837 3 588 +7%

885 744 +19%

58 25 +132%

589 283 +108%

515 485 +6%

Established businesses 8 661 7 630 +14%

E
m

e
rg

in
g 68 (21) >200%

34 (116) +129%

56 (33) >200%

Emerging businesses 158 (170) +193%

New (553) (412)

Group 8 266 7 048 +17%2014 2015 2016 2017 2018

+17%

+11%

+10%

Bank, Vitality Invest,  commercial insurance, 
umbrella funds and the GVN

By industry

to R8 266m

Operating profit

Accelerated long-term growth Emerging businesses all profitable

By growth model

14

By business

Relative growth

CPI + 5%

CPI + 10%
14%

>100

%

ESTABLISHED EMERGING

Relative growth

12%

24%

19%

>100%

LIFE HEALTH INVEST P&C

17% Group 
growth

DISCOVERY HEALTH

DISCOVERY LIFE

DISCOVERY INVEST

VITALITY

VITALITYHEALTH

VITALITYLIFE

DISCOVERY INSURE

VG

PAH



2013 2014 2015 2016 2017 2018

Normalised headline 
earnings per share 
(diluted)

Normalised headline earnings per share (diluted): 836.9c (+16%)

+8%

+1%+11%

+20%

+19%

Dividend declaration of: 114cps (+16%)

Rm
12 months 
ended June 

2018

12 months 
ended June 

2017

% 
change

Profit from operations 8 266 7 048 17

Finance costs (959) (478)

Other 105 (798)

Profit before tax 7 412 5 772 28

Taxation (1 677) (1 278)

Other adjustments 68 (90)

Headline earnings 5 803 4 404 32

Deferred tax assets recognised (352) -

Other (50) 252

Normalised headline earnings 5 401 4 656 16

Higher finance 
costs

to R5 401m

Normalised headline earnings

Higher taxation

Recognition of the 
deferred tax asset

15



1 Discovery Place (Phase 1 and 2)

Impact of finance lease accounting

16

Rm
12 months 
ended June 

2018

% 
change

Headline earnings 5 803 32

Finance lease accounting 208

Financecosts 210

Depreciation 126

Market-related rental (128)

Other (402)

Headline earnings 
adjusted for the lease 
impact

5 609 20

Adjusted for finance 
lease accounting

(208)

Reported normalised 
headline earnings

5401 16
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Rm
12 months
to 30 Jun 

2018

12 months
to 30 Jun 

2017

% 
change

E
st

a
b

lis
h

e
d

2 777 2 505 +11%

3 837 3 588 +7%

885 744 +19%

58 25 +132%

589 283 +108%

515 485 +6%

Established businesses 8 661 7 630 +14%

E
m

e
rg

in
g 68 (21) >200%

34 (116) +129%

56 (33) >200%

Emerging businesses 158 (170) +193%

New (553) (412)

Group 8 266 7 048 +17%

Bank, Vitality Invest,  commercial insurance, 
umbrella funds and the GVN

Estimated Embedded 
Value1

to R8 266m

Performance largely in line with growth engine

17

Actual earnings allocation

~5 years

~5 years

ESTABLISHED

EMERGING

NEW

Discovery Invest

VitalityHealt
h
VitalityLife

Discovery Insure

Vitality Group

Discovery Health

Discovery 
Life

Ping An Health

Business 
insurance

VitalityInves
t

Discovery 
Bank

Umbrella funds
Emerging businesses account for

~10% of total estimated EV

Using a CPI rate of 4.6%.

1 Estimated Embedded value includes total reported embedded value and estimated embedded value of emerging businesses

CPI+9%

CPI+188%

7%
of earnings



Cash management framework

risk free + 10%
Return on capital

Group profit growth of

CPI + 10%

18

Cash buffer  

R1-2bn

FLR

< 28%



Cash generated from in-force business

19

Cash 
generated Cash used

Tax, dividends 
and finance costs

New businesses

New business

R3.4bn

R2bn

R7.8bn

Net cash flow 1 New business IRR

2,828

475

-393

-151

2

539

> RF+10%

RF+10%

RF+9%

RF+7%

RF+17%

1. Movement in shareholder free cash 

Rm



Capital management philosophy

Return on capital

Group profit growth of

CPI + 10%

20

Cash buffer  FLR



Cash buffer: R1bn ɀR2bn

Performance against capital and cash management philosophy

21

Regulatory 
capital Allocated 

capital

Dedicated 
capital for 
planned 

initiatives

Regulatory 
capital and 

reserves

Solvency 
1 in 200 

year event

Allocated
debt

Allocated 
debt is part 

of the 
funding 
strategy

Additional 
buffer

Buffer for 
volatility and 

unknown 
investments

Return on capital

Cash buffer  FLR

87% 87%

109%

71%

28%

52%
35%

Target 

RF + 10%*Excludes 
deferred tax asset 
in earnings

Established 
businesses

Emerging 
businesses>RF + 10%

Return on equity

FLR Cash buffer

30 Jun 16 30 Jun 17 30 Jun 18

FLR<28%

30 Jun 16 30 Jun 17 30 Jun 18

Discovery 
Life

Discovery 
Insure

Vitality
Health

VitalityLife

170%

162%

141%

178%



Return on Embedded Value (EV)

22

57,294 

67,564 

65,624 

2,826 

5,955 305 
787 

397 

585 

1,355 

Opening EV Value of new

business

Unwind of risk

discount rate

Experience

variances

Methodology

and assumption

changes

Other EV before new

initiatives

New initiatives Change in capital

and dividends

paid

Closing EV

Experience Variances:
Excl. economic: 678
Economics: -373

Rm
Growth in EV



Operating model

Return on capital

Group profit growth of

23

Cash buffer  FLR



Established businesses have significant scale and continue to grow
2
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Operating profit (Rm)

2 777

3 837

885

1 104

24

R8bn
of earnings

CPI +8.6%



Emerging businesses have significant potential

25

FY16 FY17 FY18

Fastest growing short-term insurer in SA Top specialisthealth insurer in ChinaGlobal platform with leading insurance 
partners

FY16 FY17 FY18

Shared -Value Insurance Model

Durational impact

R324m Cash generated from in-force

11.2% 
Inforce 
margin

Year1 Year2 Year3 Year4 Year5+

Accelerating growth

Significant latent potential

Distribution channels

Product strategy

Group high end

Individual mid market: Ankang

Individual low end: E -sheng Bao 

Blue -sky potential

FY16 FY17 FY18



Launch:

Q2 2018
Launch:

2018
Launch:

Q2 2018

Discovery For Business VitalityInvest Discovery Bank

Substantial new businesses and initiatives in the pipeline

Funding requirement:Funding requirement:Funding requirement:Funding requirement:

<£65m <R1 750m1<R200m

Risk solutions and employee 
benefits for businesses

Long-term savings products
in the UK

Building a fully-fledged
retail bank

26

Funding requirements from inception to FY2023
1 Excludes purchase price of 25.01% of DiscoveryCardJV and shareholding in Discovery Bank

Business insurance Umbrella funds

<R800m



Shared-Value model has been 
rolled out globally

Business is well-positioned fo r 
growth:

ÁEstablished businesses are 
robust and growing strongly

ÁEmerging businesses are all 
profitable and have significant 
potential

ÁNew initiatives are substantial 
and fully funded within th e plan

The capital plan is robust, and is 
projected to strengthen further with 
a decreasing financial leverage ratio

27





Considerable progress in building Discovery Bank 

29

2015

APR 2016

OCT 2016

JAN 2017

OCT 2017

Submitted Bank 
licence applications

S 13 Provisional 
Bank licence

Build 
commences

S 16 Bank licence 
obtained

Acquisition of additional 
54.99% of the Card FirstRand Bank Limited to divest its entire 25.01% shareholding interest in 

Discovery Bank over 5 years

Approval subject to certain conditions

Opportunity to own 100% of 
the Bank and Discovery Card

Purchase price R1.8bn

25.01% of the Discovery Card joint venture

Rights to Discovery Card book and related 
assets will be transferred to Discovery Bank

25.01% shareholding in Discovery Bank R1.1bn

R0.7bn

Which FirstRand would have retained



Credit loss ratio 
to advances

Advances

Turnover spend

R25.3bn (+5%)

(+3.5%)R4.3bn

1.6%

Operating profit (Rm)

2016 2017 2018

+17%
to R 414m

Financial metrics ahead of peers

Non-performing loans (%) Cost to income (%)

40.0%

58.5%

DiscoveryCard SA banks

average

30

P/E ratio ~ 9.8x

Excellent performance of Discovery Card

3%

7.9%

DiscoveryCard SA banks

average



Demonstrable link between financial behaviour and wellness engagement

Average monthly spend Annual closure rate Percentage clients going into arrears

4.7x

Average monthly spend Average closure rate

-60%

Vitality status Discovery product 
count

Driving behaviour

1 2 3 4 5 6

-80%
-85%

-76%



Group Funding Plan would be stretched , if purchase funded internally

32

Adjusted FLR (%)

FY2018 FY2019 FY2020 FY2021 FY2022 FY2023

Current plan Card purchase funded internally

FLR=28%





FY16 FY17 FY18 FY16 FY17 FY18 FY16 FY17 FY18

Vitality-integrated API Revenue Operating result

+78%* +40%* +131% 

*From insurance partners

USD51.1m
USD390m

Vitality USA Insurance partners

34

R5 014m
R657m

R34m

USD2.6m
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Accelerated membership growth with significant latent potential

+91%

New 
activations 
monthly

~40k

4
years to get 
500 000 
members

8 Months to add 
250 000

Compelling and repeatable integrated products

Optimal partner mix and localisation

Reusable technology platform

Buy-in from distribution force

Investment in strategic marketing

GYM & DEVICES GROCERS TRAVEL ACTIVE REWARDSOTHER

PREMIUM DISCOUNTS COVER BOOSTS UNIT FUNDS BOOSTS

ONE

35

VG has learnt what works and is taking less time to 
make markets successful 

Insurance Partner Membership

to 0.8m
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Single technology platform to deliver VitalityɅs product roadmap

ONE

YOUR NAME HERE

LAYERED COMPONENT 
BASED

CLOUD
BASED

DISTRIBUTED MULTI TENANT

REAL TIME 
CONFIGURATION

INFINITE 
SCALABILITY

DATA ANALYTICS

REDUCED COST
FAULT 

ISOLATION

Invested

Deployment per partner

Developers

Screen designs
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PARTNER LAYER

ENHANCED DIGITAL USER EXPERIENCE

CLOUD-BASED

QUICKER TO MARKET
Quicker to implement
More cost effective to implement and run

Scalable
Multi -tenancy
Multi -currency
Multi -language
Multi -time zones
Multi -language

Superior customer experience
Significant configurability

Global partners available immediately
Quick deployment of new partners globally
Open architecture allows for rapid integration with 
third -party partners



2015 2016 2017 2018

Non-Vitality Sales Vitality Sales

Vitality works across multiple contexts
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Case three: Annually renewable 
premiums with >15% lapse rates p.a.

Case one: Flat growth in a large life 
insurance market

Case two: Large market with 
infrequent customer interaction

40%

4%

Industry 
growth 

rate

5x
Compounded annual 
sales growth*
compared to the 

industryɅs 2%CAGR

10%

*2015 -2018

10%

+110%

AfterBefore BronzeNon-Vitality

100%

70%

Silver+

40%

Change in exercise days after taking up Active 
Rewards with Apple Watch



Continued growth will come from three strategies
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01 02 03

New

Discussions

Developing business case

Completed business case

Signed LOI

Signed

15

11

7

4

3

4

Motor Invest Card ETCɎ..

Vitality 
attachment

Vitality 
take-up

Engagement



Sumitomo Vitality Launch Video01
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95% +87% 20x
New business Written premium

Ping An Health operating 
profit

DiscoveryɅs operating 
profit 

to USD4.4m

After DiscoveryɅs costs

40

to USD443.6m to USD753.9m to USD29.9m 

FY16 FY17 FY18 FY16 FY17 FY18 FY16 FY17 FY18 FY16 FY17 FY18

R5 738m R9 695m R385m R56m



Massive opportunity in China

610 540

19

ChinaGermanyJapan

1,690

USA

x89

11
6

x8

USA Germany China

2.9 (100%)

Other private expenditures

Private insurance

0.2 (6%)

0.1 (3%)

Out -of -pocket expense s

Total

1.0 (35%)

1.6 (56%)Government expenditure

Healthcare spending in China

CNY, trillion; % of total healthcare expenditure

1.4

9.1

3.5

2.9

2016 2026

1.3 4.1

1.5

0.2

X 7

X 3

Social health insurance

Private health insurance

Out of pocket

SOURCE: Ping An Group 41

PHI expected to grow faster than SHIMarket in its infancy Significant out -of-pocket expenses

Private health insurance premiums per capita

Private health insurance coverage of population

SOURCE: China Health Statistics, Ministry of Health



Population
Millions

Existing Not coveredPlanned for 2018
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FY17 FY18

11

13

19

6

17

10

11

12

12

12

12

13

22

24

30

Harbin

Xian

Wuhan

Jinan

Chongqing

Chengdu

Tianjin

Nanjing

Shantou

Shenzhen

Changzhou

Hangzhou

Beijing

Shanghai

Guangzhou

Ping An HealthɅs use of Ping An Life 
agents is increasing

Ping An HealthɅs branch network covers 
most of the biggest cities in China

Potential to extract even more value from distribution

The number of PAL agents selling 
PAH products doubled

10%
21%

159m

66m

1.4m
PAL agents
in total

There are two types of digital insurance 
platforms and Ping An Health uses both

Traditional insurers with online 
platforms
(Life; Health; P&C; Annuity) 

Proprietary 
platforms

Sell products from multiple insurers, 
have a distribution license but no 
insurance license

Third party 
platforms 

China Life 
eBao

PICC Ping An 
Health

Tai Kang 
Online

Ping An 
Jinguanjia

Sui Shenyi

Sunflower Insurance Bao Xianshi

Elephant insurance Alipay


