12 November 2026

HARDMAN&CO.

Life assurance

320.0

280.0

240.0

§

2025 Jul 2026 m ‘

Source: LSEG, 2026

EPIC/TKR CSN
Price (p) 358.0
12m high (p) 378.0
12m low (p) 266.5
Shares (m) 230.7
Mkt cap (Em) 825.3
SIl Own Funds (Em) 976
Country of listing UK
Market London

Description
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and investment company with
specialist expertise in consolidation.
The group administers 1.3m policies
across its business units in the UK,
Netherlands and Sweden.
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CHESNARA PLC

Fourth acquisition in two years

Chesnara has announced its fourth acquisition in the past two years with the
purchase of a book of variable annuity policies from MetLife UK. This adds 18,000
policies and £1.7bn of AuA, pushing the pro forma total to over £24bn. The
expected lifetime cashflow is ca.£90m, of which approximately half is expected
to be released over the first five years after completion. There is no significant
consideration payable, which helps with a meaningful benefit to both Sl Own
Funds and the Contractual Service margin; both of which increase by ca.£45m on
a post-tax basis, with a broadly neutral impact on the Solvency Il ratio.

>

Further news: Chesnara confirmed that the integration of Chesnara Life UK
(formerly HSBC Life UK) is on target for completion around the end of the
year. Similarly, completion of the Scottish Widows Europe acquisition should
also take place around the end of the year.

Estimates: Completion should take place in 2Q’27, so only our 2027 estimates
are changed by the deal. Our OCG estimate for FY'27 increases by 7% to
£120.6m, including some one-off transaction benefits. The FY’27E net SIl Own
Funds per share increases from 332p to 355p.

Valuation: With a price at 1.1x of its forecast net SIl Own Funds, Chesnara is
trading a little above its asset value. However, a prospective dividend yield of
6.5%, with good prospects of continued growth, will be attractive to many
investors, in our view.

Risks: Ultimately, the company remains tied to movements in financial
markets and adverse developments in operational areas. Making a large
acquisition also brings some execution risk, but Chesnara has good experience
in managing smaller deals successfully.

Investment summary: Chesnara has three pillars for delivering value, under a
responsible risk-based management. A close analysis reveals that Chesnara is
making good progress in delivering these pillars. In our opinion, the yield
appears high for a dividend that is both secure and growing.

Financial summary and valuation

Year-end Dec (Em) 2022 2023 2024 2025 2026E 2027E
Adjusted operating profit 39 56 73 76
IFRS profit after tax -33.7 18.7 3.9 -104 1.2 -4.8
Net SIl Own Funds/share 269 321 293 221 312 355
Operational capital 79 94 146 121
generation

OCG per share (p) 52.3 45.8 63.1 52.2
Dividend (unadjusted) (p) 23.28 23.97 24.69 22.50 2341 2411

Price/Net SIl Own Funds (x) 1.54 1.29 1.42 1.62 1.15 1.01
Yield* 5.6% 5.8% 5.9% 6.3% 6.5% 6.7%

*Restated to adjust for the rights issue. Source: Hardman & Co Research

Disclaimer: This research has been paid for by the company. Please read the important disclaimers at the end of this document.
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Acquisition details

Background

Chesnara has announced the acquisition of part of MetLife’s UK life assurance
operation. MetLife is a large US-based insurer, which has international operations
across the world. In the UK, this included a variable annuity business (as in the US-
style product, which is closer to UK individual pension contracts with additional
guarantees than the normal annuity products we see here).

MetLife’s new business for this product ceased a decade ago, and it is now selling
that business to Chesnara. It is currently selling protection business in the UK, and
that is not part of this transaction.

Transaction details

The transaction includes 18,000 policies and will add £1.7bn of assets under
administration to Chesnara. Pro forma, with the half-year figures and the
forthcoming deals (Scottish Widows Europe), this would be expected, market
movements being cooperative, to push Chesnara’s total AuA above £24bn (£21bn
at 1H'26).

The consideration payable is not expected to be meaningful. Variable annuities in
the UK struggled for several reasons, with the cost of guarantees being one.
Although the deal includes capital (Chesnara will not need to inject any), this does
not appear to have been a profitable business for MetLife. Investors will be
reassured that these guarantees are reinsured under an already existing
arrangement with an AA-rated European reinsurer. There should not be any
adverse impact from the guarantees on Chesnara.

Nevertheless, this will have a meaningful effect on Chesnara’s financials. It is
estimated that the lifetime cashflow generated will be ca.£90m, with about half of
that in the first five years. That is £8m-£10m p.a., compared with our previous
2027 forecast of £113m. There is scope for this to be increased by future
management actions too.

It will also bring balance sheet benefits, with ca.£45m to be added to both SIl Own
Funds and the Contractual Service Margin (which were £976m (gross) and £327m,
respectively, at the half-year). The impact on the group Solvency Il ratio is expected
to be broadly neutral, which reflects the deal structure as well as some additional
diversification benefits within the aggregate UK portfolio.

The policies are currently administered by SS&C, who are also Chesnara’s
outsourcing partner in the UK. Unfortunately, these are held on an older system
rather than the modern platform that Chesnara uses. There will still be a migration,
but having the same administrator on each side should make that easier. Having
only one class of business and a relatively smaller number of policies also suggests
this will be an easier migration.

Completion is expected in 1H’27, with the second quarter most likely. We note
that the Chesnara Life UK integration should be complete by around the end of
2026, so this should not inhibit the migration either. With nominal consideration
paid, Chesnara’s financial resources for future deals are unaffected.
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Forecasts

Although the underlying policies may be complex, this a much simpler deal
compared with the past couple of announcements. We have assumed completion
at 30 June 2027, so FY'27 will see any acquisition benefits plus approximately half

a year of operational cashflow.

We have made the following adjustments to our forecasts for FY'27:

» The year-end net SIl Own Funds is increased by £45m. With only nominal
consideration paid, there are no other adjustments to make to the balance

sheet.

» We have added £8m to OCG, reflecting an initial synergy benefit plus half a

year’s cash generation.

» |IFRS, we have increased by 3% (half of 6% for a full year), removing

policyholder tax adjustments.

This increases the estimated 2027 year-end net Sl Own Funds by 6% to £821m

and OCG by 7% to £120.6m.

Key balance sheet and OCG

Year-end Dec (Em) 2022
Borrowings 212.0
Sl Own Funds 605.0
Net SIl Own Funds 405
Net SIl Own Funds/share (p) 269
Operating capital generation

UK

Movestic

Scildon

Luxembourg

Group

Total

OCG/av. Sll Own Funds

Dividends paid -34.3
Div. remittances cover (x) 1.5

2023
207.9
684.0
484
321

-35.4
1.3

2024
204.8
643.0
443
293

32.0
10.0
30.0
0.0
7.0
79.0
11.9%
-36.5
21

2025 2026E 2027E
203.0 289.5 289.5
859.0 1,070.8 1,170.7

509 721 821

221 312 355
41.0 92.0 711
14.0 8.6 9.0
36.0 214 20.3
0.0 17.0
3.0 235 3.2

94.0 145.5 120.6
12.5%  15.1% 10.8%
-42.0 -53.0 -54.6
1.4 1.5 1.4

Source: Hardman & Co Research

IFRS earnings

Year-end Dec (Em) 2022
Net insurance service result 13.3
Net investment result -39.0
Fee commission and other 59.6
operating income

Other operating expenses -100.9
Financing costs -10.5
Profit before income taxes -62.1
Income tax 284
Profit after tax -33.7
Adjusted operating profit

EPS (p) (restated) -22.4
DPS (p) (actual) 23.28
DPS (p) (restated) 20.07

2023
-5.1
717
89.4

-149.9
-11.0
1.8
16.9
18.7
12.4

23.97
20.66

2024
8.6
52.7
104.2

-133.6
-11.1
20.8
-16.9
3.9

)

2.6
24.69
21.28

2025 2026E 2027E
219 140.7 1520
50.2 58.8 63.5
1142 1659 179.2

-156.1  -226.8 -244.9
-11.4 -11.4 -18.4
188 1272 1313
-29.2  -1260 -136.1
-10.4 1.2 -4.8
56 73 76
-5.1 0.5 -2.2
2250 2341 2411
2250 2341 2411

Source: Hardman & Co Research
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Disclaimer

Hardman & Co provides professional independent research services and all information used in the publication of this report has been compiled from publicly
available sources that are believed to be reliable. However, no guarantee, warranty or representation, express or implied, can be given by Hardman & Co as to
the accuracy, adequacy or completeness of the information contained in this research and they are not responsible for any errors or omissions or results
obtained from use of such information. Neither Hardman & Co, nor any dffiliates, officers, directors or employees accept any liability or responsibility in respect
of the information which is subject to change without notice and may only be correct at the stated date of their issue, except in the case of gross negligence,
fraud or wilful misconduct. In no event will Hardman & Co, its dffiliates or any such parties be liable to you for any direct, special, indirect, consequential,
incidental damages or any other damages of any kind even if Hardman & Co has been advised of the possibility thereof.

This research has been prepared purely for information purposes, and nothing in this report should be construed as an offer, or the solicitation of an offer, to
buy or sell any security, product, service or investment. The research reflects the objective views of the analyst(s) named on the front page and does not
constitute investment advice. However, the companies or legal entities covered in this research may pay us a fixed fee in order for this research to be made
available. A full list of companies or legal entities that have paid us for coverage within the past 12 months can be viewed at
http://www.hardmanandco.com/legals/research-disclosures. Hardman may provide other investment banking services to the companies or legal entities
mentioned in this report.

Hardman & Co has a personal dealing policy which restricts staff and consultants’ dealing in shares, bonds or other related instruments of companies or legal entities
which pay Hardman & Co for any services, including research. No Hardman & Co staff, consultants or officers are employed or engaged by the companies or legal
entities covered by this document in any capacity other than through Hardman & Co.

Hardman & Co does not buy or sell shares, either for their own account or for other parties and neither do they undertake investment business. We may provide
investment banking services to corporate clients. Hardman & Co does not make recommendations. Accordingly, they do not publish records of their past
recommendations. Where a Fair Value price is given in a research note, such as a DCF or peer comparison, this is the theoretical result of a study of a range of
possible outcomes, and not a forecast of a likely share price. Hardman & Co may publish further notes on these securities, companies and legal entities but has
no scheduled commitment and may cease to follow these securities, companies and legal entities without notice.

The information provided in this document is not intended for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution
or use would be contrary to law or regulation or which would subject Hardman & Co or its dffiliates to any registration requirement within such jurisdiction or
country.

Some or all alternative investments may not be suitable for certain investors. Investments in small and mid-cap corporations and foreign entities are speculative
and involve a high degree of risk. An investor could lose all or a substantial amount of his or her investment. Investments may be leveraged and performance
may be volatile; they may have high fees and expenses that reduce returns. Securities or legal entities mentioned in this document may not be suitable or
appropriate for all investors. Where this document refers to a particular tax treatment, the tax treatment will depend on each investor’s particular circumstances
and may be subject to future change. Each investor’s particular needs, investment objectives and financial situation were not taken into account in the
preparation of this document and the material contained herein. Each investor must make his or her own independent decisions and obtain their own
independent advice regarding any information, projects, securities, tax treatment or financial instruments mentioned herein. The fact that Hardman & Co has
made available through this document various information constitutes neither a recommendation to enter into a particular transaction nor a representation
that any financial instrument is suitable or appropriate for you. Each investor should consider whether an investment strategy of the purchase or sale of any
product or security is appropriate for them in the light of their investment needs, objectives and financial circumstances.

No part of this document may be reproduced, stored in a retrieval system or transmitted in any form or by any means, mechanical, photocopying, recording or
otherwise, without prior permission from Hardman & Co. By accepting this document, the recipient agrees to be bound by the limitations set out in this notice.
This notice shall be governed and construed in accordance with English law. Hardman Research Ltd, trading as Hardman & Co, is an Appointed Representative
of Palace Ventures Limited, which is authorised and regulated by the Financial Conduct Authority (FRN 433291). Hardman Research Ltd is registered at
Companies House with number 8256259.

(Disclaimer Version 9 - Approved July 2025)

Status of Hardman & Co’s research under MiFID I

Hardman & Co’s research is paid for by the companies, legal entities and issuers about which we write and, as such, falls within the scope of ‘acceptable minor
non-monetary benefits’, as defined in the Markets in Financial Instruments Directive.

The FCA Handbook (COBS 2.3A.19) states: ‘An acceptable non-monetary benefit is one which:[...] (5) consists of: [...] (b) written material from a third party that
is commissioned and paid for by a corporate issuer or potential issuer to promote a new issuance by the company, or where the third party firm is contractually
engaged and paid by the issuer to produce such material on an ongoing basis, provided that the relationship is clearly disclosed in the material and that the
material is made available at the same time to any firms wishing to receive it, or to the general public.’

The fact that Hardman & Co is commissioned to write the research is disclosed in the disclaimer, and the research is widely available.
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About Hardman & Co

We are a rapidly growing, innovative corporate research & consultancy business, based in London, serving the needs of both
public and private companies.

Our expert team of sector analysts and market professionals collectively have over 400 years of experience. This depth of
knowledge and a reputation for integrity have built trust with investors. With effective communication and precision
distribution, we help companies disseminate their investment message to interested investors, as well as advise them on
strategy.

Our smaller, boutique structure allows us to provide first-class customer service and to deliver a wide range of ad-hoc
services for multiple clients with different needs.

research@hardmanandco.com 14 Bonhill Street www.hardmanandco.com
London
EC2A 4D)
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