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Highlights and
Sabre’s strategic
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Geoff Carter

Strategic highlights
‒ Disciplined approach to pricing throughout the year, with rate
increases in‐line with expected claims costs
‒ Strong top‐line momentum coming into 2022 allowing significant price
increases whilst maintaining year‐on‐year premium growth in the core
book
‒ Year‐end policy count up to c.297k, from c.279k at half‐year
‒ New market entries, including a new relationship with Bennetts on
motorcycle, anticipated to drive material premium growth in 2022
‒ We have continued to pursue our strategic principles of underwriting
discipline, controlled growth when market conditions allow and
maintaining a wide underwriting footprint.
‒ This underpins our confidence in the outlook for our business
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Financial highlights
‒ Profit before tax in line with expectations
‒ Gross Written Premium (‘GWP’) slightly ahead, primarily due to
introduction of motorbike insurance in Q4 and improved core car
volumes
‒ Combined operating ratio (‘COR’) for the year of 79.4% within target
range
‒ Attractive dividend of 13.0p, consisting of the full‐year payment of 9.3p
and interim dividend of 3.7p
‒ Strong organic capital generation with a year‐end solvency coverage
ratio of 208% (pre‐dividend)
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Financial results for
the year ended
31 December 2021
Adam Westwood

Results summary
FY 2021 financial performance
NET LOSS RATIO %

FY 2021

FY 2020

Gross written premium

£169.3m

£173.2m

Net earned premium

£145.4m

£165.7m

Combined ratio

79.4%

75.3%

Investment return

£1.2m

£1.4m

Adjusted profit before tax

£37.2m

£49.1m

Adjusted profit after tax

£30.1m

£39.8m

Basic EPS

12.09p

15.98p

48.5%

51.5%

48.6%

51.1%

2018

2019

2020

2021

26.7%

28.3%

2020

2021

EXPENSE RATIO %

Final ordinary dividend

4.70p

6.80p

Special dividend

4.60p

4.90p

13.00p

16.00p

Dividend for the year (1)
Solvency coverage ratio (pre‐dividend)

207.9%

203.1%

Solvency coverage ratio (post‐dividend)

164.0%

154.6%

29.2%

36.0%

Return on tangible equity

22.1%

21.9%

2018

2019

COMBINED OPERATING RATIO %

70.6%

73.4%

75.3%

79.4%

2018

2019

2020

2021

(1) FY 2020 excludes special dividend relating to 2019
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Increasing rates to maintain profitability
We have increased core motor prices by over 28% since January 2020, 11% since
January 2021, and approximately 15% since August 2021
Quarterly Cumulative Rate Change
30.0%

Reflect savings
from whiplash
reforms and
Q1 2021
lockdown
offsetting
inflationary
increases

Cumulative rate change

25.0%

20.0%

15.0%

10.0%

First
lockdowns in
England

Unwinding of
lockdown
discounts and
reflecting
inflation

Unwinding of
lockdown
discounts and
reflecting
inflation

5.0%

0.0%
Mar‐20

Jun‐20

Sep‐20

Dec‐20

Mar‐21

Jun‐21

Sep‐21

Dec‐21

Mar‐22

Rate decreases during this period reflect temporary changes in
driving behaviour during lockdowns and the positive impacts on
claims costs resulting from whiplash reforms
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Leading underwriting performance

Combined ratio evolution

26.7%

4.1%

28.3%

48.6%

51.1%

FY 2020

FY 2021

Loss ratio

Expense ratio

Loss ratio breakdown

 Current‐year loss ratio up on 2021, reflecting
exceptional result in prior‐year due to
lockdowns. Still below 2019 current‐year loss
ratio
 Loss ratio deterioration between H1 and H2
expected, as policies priced to reflect low
claims frequency in H1 and return to normal
frequency in H2, achieving target ratio on
average across the year
 Prior‐year loss ratio benefit towards the top‐
end of expected normal run‐off
 We have priced policies within our target COR
range, reflecting claims inflation, pressure on
expenses and taking the benefit from low
claims frequency at points during the year
 Overall COR within our target range, strain on
expense ratio persists due to reduced earned
premium but reduction since HY 2021
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Controlled expenditure ‐ update

2021

 Underlying expenses well under control
 Decrease in net earned premium primary driver behind increased expense ratio
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Conservative approach to risk
Investment portfolio now includes:
Investment portfolio breakdown
UK Government
bonds

64.6

86.2
£m

83.9

Government‐backed
securities
Corporate bonds

Investment return evolution (£m)
1.4

1.2

 UK Government bonds
 Other government backed assets
 High quality corporate bonds
Diversification of bond portfolio avoids negative
yields and potential for increased investment
income over time

Investment return will remain a supplementary
element of our income – the purpose of the
investment portfolio remains the provision of
capital to fund our core underwriting activity
Investment return now represents effective
interest on buy‐and‐hold portfolio

2020

2021

Investment portfolio c.£235m (2020: c.£246m)
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Dividend and capital generation
Return on Tangible Equity
29.2% return on tangible equity
£110.6m

£103.3m

 We continue to benefit from strong profitability and
an efficient capital model
 Strong capital generation led to a period‐end
solvency ratio of 208%
 Dividend policy is to pay an ordinary dividend of
70% of profit after tax
 Special dividend reflects return of excess capital,
with retained capital intended to fund growth

FY 2020 average equity

FY 2021 average equity

Solvency coverage ratio
208%

203%

 One‐off reduction in capital requirement during the
year has reduced capital strain, allowing for a
dividend in excess of earnings and providing
additional capital to support growth in 2022 and
beyond

5%

 Post dividend capital ratio of 164%, leaving
sufficient capital to minimise constraints on growth
and protect against adverse shocks to the business

FY 2020
pre dividend

FY 2021
pre dividend

Total dividend of 13.0p per share, including the
interim dividend of 3.7p already paid
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Sustainability and
responsibility
Adam Westwood

Driving down our carbon footprint
‒ Extensive carbon‐footprinting exercise carried out, net‐zero roadmap
published
Operationally carbon
neutral by

2030

Net-zero emissions by

2050

‒ Quantitative analysis of risks carried out during 2021
‒ Sabre generally well‐insulated from short and medium term risks
‒ Strategic challenge to address risks presented by long‐term transition
to low‐carbon economy
‒ Opportunities presented by emerging products and evolving
technology
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Delivering strategic
growth
Geoff Carter

Strategy and key business principles

Maintain wide
underwriting
footprint

£

Continue to develop
defensive non‐
standard positioning

Market leading
underwriting
performance

70%
Strong returns
and cash
generation

BASE DIVIDEND PAYOUT

140‐160%
TARGET SOLVENCY RATIO
Return excess capital to
shareholders

Controlled and
attractive growth
across the cycle

70% ‐ 80%
COMBINED RATIO TARGET

Premium
growth across
the cycle from
core products
and new
developments
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Focus on writing profitable business

 Disciplined underwriting, keeping our combined ratio between 70%‐80%
 Seeking growth only when market conditions are suitable
 Maintaining efficient and cost effective operations
 Running a diverse, multi‐channel distribution model

Combined ratio over time
140%

Focus on high‐quality underwriting and
delivering consistent, industry‐leading
combined operating ratios

120%
100%
80%

Profitability is our target, volume is an
output

60%
40%
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
Sabre COR

Industry COR
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Sources of competitive advantage

High‐quality underwriting
 Data lake
 Cutting‐edge data enrichment
 Sophisticated proprietary pricing model
 Purely scientific risk‐based pricing

Cost advantage

Distribution

 Claims handling experience

 Split between brokers and direct

 Outsourcing where beneficial

 Channel agnostic

 Counter‐fraud expertise

 All of the advantages of both channels

 Low‐cost culture

 Around 940 brokers

 Very low marketing spend

PROFITABILITY OVER VOLUME MINDSET
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Material Growth Initiatives
Sabre entered the motorcycle insurance market at scale, but in a
controlled way, during 2021…
… and significantly enhanced its access to the taxi insurance market
in March 2022

Key criteria for such relationships:
‒ Large enough to justify us committing time and resource
‒ Sabre have ultimate control of pricing
‒ Sabre handle technical claims, specifically personal injury
‒ A partner with deep expertise in specific market sectors
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Entering the motorcycle market

‒ UK motorcycle market c.1.1m bikes
‒ Relatively few underwriters and distributors
‒ Currently relatively unsophisticated pricing

Sabre will provide greater choice for motorcycle customers
and increased pricing sophistication leading to fairer, more
differentiated risk-based pricing
‒ Distribution deal with MCE allowed for entry
into the market with an experienced partner
‒ New panel arrangement with Bennetts
enhances Sabre’s footprint
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Expanding our footprint in taxi
Agreed to become sole underwriter for Freeway’s taxi insurance
managing general agent (‘MGA’), potentially unlocking over £20m of
premium annually

Sabre already underwrites taxi insurance, but previously lacked data
and expertise and so wrote very little business
Our partnership with Freeway will allow us to import greater pricing
sophistication and utilise our expert personal‐injury claims handling,
enhancing and further increasing the competitiveness of the Freeway
product.
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Growth in our core book
‒ The private motor and van book remains core to our long‐term
strategy
‒ We have maintained discipline in pricing to our target combined
operating ratio have laid a solid foundation for growth in 2022
and beyond
‒ We consider that under‐pricing across the motor insurance
industry must be corrected, enhancing Sabre’s competitiveness
‒ We will look to balance enhancing the core loss ratio with growth
in policy volumes – our underwriting goal remains to maximise
profit in absolute terms with policy growth being an output
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The UK motor
insurance market
Geoff Carter

What happened in the market last year?
Traffic volumes approached pre‐COVID level, with corresponding
impact on pricing
Traffic levels relative to February 2020

Driving tests taken by month

140%

80,000

100%
80%
60%
40%
20%
0%

Number of tests taken

120%

70,000
60,000
50,000
40,000
30,000
20,000
10,000
0

Activity, such as driving tests and car sales remained low,
temporarily reducing the size of our addressable market
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What’s happening now?
‒ FCA banned ‘price walking’ from 1 January 2022
‒ Appeared to have a deflationary impact on pricing during H2
2021
‒ Expect this to be inflationary for new business pricing from 2022
onwards.
‒ Sabre expected to benefit from improved competitiveness
during 2022 resulting from market‐wide increases in new
business pricing
‒ Some evidence of market rate increases, possibly reflecting
response to this review
‒ Little evidence of significant market price increases required to
address historic and current claims inflation
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What’s going to happen?

Possible premium
deflation factors
 Reduced personal injury claims (?) ‐
but severity to be confirmed
 Potential for permanent change in
customer behaviour/miles driven
post‐COVID‐19

Possible premium
inflation factors
 Continued claims inflation
 Competitor margin squeeze
 Lawyer legal reforms response
 FCA pricing review
 MIB /FSCS levy increase
 Reinsurance cost increase

Sabre Strategy
 Continue to price in target in 70%’s to 80% range optimising long term profit
 Changes reflected as they emerge and avoiding speculation
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Claims inflation remains high
‒ We have previously quoted estimated ranges of inflation
between 7.5% and 8.5%
‒ Our best forward‐looking view is that inflation is now around
10%, and could become higher in the short to medium term
‒ Claims cost inflation, when cautiously projected in setting
premium prices, is not necessarily a drag on profits as long as
margins are maintained
‒ We have continued to be prudent in this, which has been a
contributing factor to the decline in our market share over the
past four years
‒ This prudence means we are now strongly funded compared to
many competitors
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Damage inflation is running hot
Sabre’s view on damage inflation:
‒ Parts inflation
14%
‒ Paint inflation
8%
‒ Labour costs
10%
‒ Mobility costs
30%
‒ Used car values
30%
Used car prices ‐ CPI 07.1.1B
2015: 100
130.0
125.0
120.0
115.0
110.0
105.0
100.0
95.0
2021 JUL

2021 AUG

2021 SEP

2021 OCT

2021 NOV

2021 DEC

2022 JAN
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Damage inflation is running hot
“Bent Metal”
‒ Parts shortages and delays leading to extension in “key‐to‐key”
repair time, leading to increased mobility costs
‒ Lack of cars for courtesy car fleets
‒ Reduced discounts in parts, paint and materials
‒ Bodyshop staff shortages putting pressure on hourly rates
‒ Overhead costs increasing generally, including utilities
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Damage inflation is running hot
Injury
‒ Reduced frequency of low‐value claims post‐reforms
‒ Increased frequency of “other” injuries ‐ “Wristlash” replacing
“Whiplash”
‒ Additional layering of claims costs
‒ Non‐Tariff claim values not yet established
‒ Credit hire out of reform process
‒ Significant wage inflation possible in care sector
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Forward looking market context – Timeline

Possible overall market actions / impacts
Some competitors
reflect “whiplash”
discounts

Unwinding of
COVID‐19
discounts

Quote volumes
increase (car sales /
driving tests)

Significant market
pricing correction
for claims inflation

FCA Pricing impacts
increase new
business pricing

Sabre maintains pricing discipline to achieve 70‐80% COR target range
Sabre reflects
discounts

Sabre unwinds
minimal residual
discounts

Sabre benefits

Sabre only needs
to cover ongoing
inflation

Sabre can hold
prices

Possible Sabre actions / impacts

Happened as
expected
Some evidence
of this
Not yet happened
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Sabre’s approach to pricing in a soft market
‒ Sabre’ s approach here is disciplined ‐ we will generally increase
prices to maintain COR in our target corridor and give up volume
‒ The need to maintain the expense ratio at an acceptable level
has meant that we have moved to the top‐end of our target COR
corridor
‒ As we move through 2022 our past discipline and clear‐eyed view
on claims inflation is allowing us to grow our core portfolio
modestly whilst continuing to fund elevated claims inflation
‒ We will continue to price for “realistic case” claims inflation –
and take loss ratio benefits if the outcome is better than feared
‒ Our new product lines will allow us to enjoy significant premium
growth whilst maintaining price discipline on our core car book
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Summary and
outlook
Geoff Carter

Strategy and key business principles

Maintain wide
underwriting
footprint

Continue to develop
defensive non‐
standard positioning

Maintained and increased underwriting
footprint in core motor through
deployment of new rating factors
Significantly enhanced position in taxi
market

£
Strong returns
and cash
generation

70%
BASE DIVIDEND PAYOUT

140‐160%
TARGET SOLVENCY RATIO
Return excess capital to
shareholders

Dividend for the year slightly in excess of
profit after tax
Strong year‐end capital position allows
for growth while providing for reliable
flow of future dividends
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Strategy and key business principles

Market leading
underwriting
performance

Controlled and
attractive growth
across the cycle

70% ‐ 80%
COMBINED RATIO TARGET

Premium
growth across
the cycle from
core products
and new
developments

Increased rates in‐line with inflation in
order to maintain combined operating
ratio within target range

Pricing in‐line with inflation allows us to
become more competitive as rates catch
up across the market
Entry into motorcycle insurance allows
access to a new revenue stream while
leveraging our core abilities
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Summary
On our core car portfolio we can see evidence of market price increases, possibly reflecting
the FCA pricing changes

Suspect there will need to be further meaningful rate increases throughout the year by some
competitors to close the gap between several years of claims inflation and the lack of
premium inflation. This should improve Sabre’s competitiveness in the market
We anticipate inflation pressures to intensify in the year, driven by supply chain issues and
wage increases across care and repair networks. We have reflected these pressures in our
price changes

We are excited by the prospects provided by the extension of our product offering across
two complementary lines of business ‐ motorcycle and taxi

We anticipate significant year‐on‐year gross written premium growth whilst continuing to
deliver a COR towards the upper end of our target range
37

Q&A

Geoff Carter, Adam
Westwood, Matt Wright
and Trevor Webb

Appendices

Reconciliation to KPIs
Gross earned premium
Gross written premium
Movement in unearned premium reserve
Gross earned premium

Adjusted Profit Before Tax
Profit before tax
Add:
Amortisation of intangible assets
Exceptional items
Adjusted profit before tax

Adjusted Profit After Tax
Profit after tax
Add:
Amortisation of intangible assets
Exceptional items
Tax on exceptional items
Adjusted profit after tax

2021
£’k
169,322
(3,426)
165,896

2020
£’k
173,235
12,527
185,762

2019
£’k
197,040
6,640
203,680

2021
£’k
37,199

2020
£’k
49,122

2019
£’k
56,479

‐
‐
37,199

‐
‐
49,122

‐
‐
56,479

2021
£’k
30,140

2020
£’k
39,798

2019
£’k
45,711

‐
‐
‐
30,140

‐
‐
‐
39,798

‐
‐
‐
45,711

40

Reconciliation to KPIs
Net Loss Ratio
Net insurance claims
Less: Claims handling expenses
Net claims incurred
Net earned premium
Net loss ratio

Expense Ratio
Total expenses
Plus: Claims handling expenses
Net operating expenses
Net earned premium
Expense ratio

Combined Operating Ratio
Total expenses
Net insurance claims
Net earned premium
Combined operating ratio

2021
£’k
81,015
(6,767)
74,248
145,442
51.1%

2020
£’k
88,110
(7,637)
80,473
165,707
48.6%

2019
£’k
101,990
(7,558)
94,432
183,238
51.5%

2021
£’k
34,444
6,767
41,211
145,442
28.3%

2020
£’k
36,670
7,637
44,307
165,707
26.7%

2019
£’k
32,507
7,558
40,065
183,238
21.9%

2021
£’k
34,444
81,015
115,459
145,442
79.4%

2020
£’k
36,670
88,110
124,780
165,707
75.3%

2019
£’k
32,507
101,990
134,497
183,238
73.4%
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Reconciliation to KPIs
Solvency Coverage Ratio – Pre‐Dividend
Solvency II net assets
Solvency capital requirement
Solvency coverage ratio – pre‐dividend

Solvency Coverage Ratio – Post‐Dividend
Solvency II net assets
Less: Final dividend
Solvency II net assets (post dividend)
Solvency capital requirement
Solvency coverage ratio – post‐dividend

Return on Tangible Equity
IFRS net assets at year end
Less:
Goodwill at year end
Closing tangible equity
Opening tangible equity
Average tangible equity
Adjusted profit after tax
Return on tangible equity

2021
£’k
110,114
52,955
207.9%

2020
£’k
122,500
60,327
203.1%

2019
£’k
127,086
59,495
213.6%

2021
£’k
110,114
(23,250)
86,864
52,955
164.0%

2020
£’k
122,500
(29,250)
93,250
60,327
154.6%

2019
£’k
127,086
(20,250)
106,836
59,495
179.6%

2021
£’k
252,727

2020
£’k
266,400

2019
£’k
267,417

(156,279)
96,448
110,121
103,285
30,140
29.2%

(156,279)
110,121
111,138
110,630
39,798
36.0%

(156,279)
111,138
108,869
110,004
45,711
41.6%
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Reconciliation to KPIs
Dividend payout ratio
Adjusted profit after tax
Dividend declared in respect of the financial year
2019 deferred special dividend
Effective dividend declared in respect of the financial year
Dividend payout ratio

2021
£’k
30,140
32,500
‐
32,500
107.8%

2020
£’k
39,798
53,000
(13,000)
40,000
100.5%

2019
£’k
45,711
32,000
13,000
45,000
98.4%
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Disclaimer

LEGAL NOTICE
This presentation has been prepared to inform investors and prospective investors in the secondary markets and other market
participants about Sabre Insurance Group plc and its subsidiaries (the "Group") and does not constitute an offer of securities
under any applicable legislation or an offer to sell or solicitation of any offer to buy, or otherwise constitute an invitation or
inducement to any person to subscribe for or otherwise acquire or underwrite, any securities or other financial instruments or any
advice or recommendation with respect to any securities or other financial instruments. This presentation contains forward‐
looking statements concerning the financial condition, results, operations and business of the Group which are necessarily subject
to risks and uncertainties because they relate to events and depend upon circumstances that may or may not occur in the future.
For example, statements regarding expected revenues, margins, earnings per share, market trends and the Group's product
pipeline are forward‐looking statements. Words such as "aim", "plan", "intend", "anticipate", "well placed", "believe", "estimate",
"expect", "target", "vision", "consider" or the negative of these terms and other similar expressions are generally intended to
identify forward‐looking statements. These forward‐looking statements are based upon current expectations and assumptions
regarding anticipated developments and other factors affecting the Group and are not guarantees of future performance. There
are a number of factors, many of which are beyond the Group's control, that could cause actual results or developments of the
Group's business and operations to differ materially from those expressed or implied by these forward looking statements. Some
of those factors are discussed in the Group's Annual Report and Accounts 2021 in the section headed "Principal Risks and
Uncertainties". Any forward‐looking statement is based on information available to the Group as of the date of preparation of this
presentation and the Group cautions against placing undue reliance on any forward‐looking statement. All written or oral forward‐
looking statements attributable to the Group are qualified by this caution. Except as required by any applicable law or regulation,
the Group expressly disclaims any obligation or undertaking to release publicly any updates or revisions to any forward‐looking
statement contained in this presentation to reflect any change in the Group’s expectations or any change in events, conditions or
circumstances on which any such statement is based. This presentation may contain supplemental non‐GAAP financial and
operating information which the Group believes provides valuable insight into the performance of the Group's business. Whilst
such information is considered important, it should be viewed as supplemental to the Group's financial results prepared in
accordance with International Financial Reporting Standards and not as a substitute for them. Nothing in this presentation should
be construed as a profit forecast.

44

