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Chairman’s update 
Sound business performance and delivering dividends

TACKLING THE 
CHALLENGES

• Proactively managing 
climate change risks

• Robust reinsurance 
programme providing 
protection from large events

• Rating and underwriting 
actions addressing inflation

STRONG CAPITAL 
POSITION

• Guidance affirmed and 2.5¢
dividend announced

• AM Best reaffirmed A-
financial strength rating

• $30.4m capital returned to 
shareholders

• Prudent use of capital in 
value accretive acquisitions

CONTINUED
LONG-TERM GROWTH

• Solid performance 
continuing on core business 
platform

• Flagship Tower Direct 
digital business growing

• Leveraging unique 
partnership distribution 
capability

• Digitising Pacific business 
improving efficiency & 
growth
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Business
Update
Blair Turnbull
Chief Executive Officer



48.6% 
vs 48.2% in HY21

Our performance
Good business performance, achieved through growth and efficiencies

GWP growth
(Gross written premium)

11% | $216m
vs $194m in HY21

BAU claims ratio MER
(Management expense ratio)

35.8%
vs 37.1% in HY21

Customer growth

312,000
vs 294,000 in HY21

$18.2m
vs $17.1m in HY21

Underlying profit
excl. large events

Large events

$17.9m
vs $9.3m in HY21

Reported profit

$3m
vs $11.1m in HY21

94.8%
vs 90.9% in HY21

COR
(Combined operating ratio)
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$20m aggregate cover

$862m catastrophe cover

Climate change and large events 
Managing increasing large event frequency and severity

Reinsurance

Flood & earthquake
Coastal risks planned for HY23

Risk-based pricing

6

R O L L I N G  1 2  M O N T H S  L A R G E  E V E N T S  
( U L T I M A T E  E S T I M A T E )

1 4 2 4 2 8 2 2 4 7



$21m - $25m
Underlying NPAT
5.5¢ total dividend for the 
full year expected

Outlook for second half
Expecting continued business performance, large events impacts mitigated

Guidance confirmed

Sound business performance

• Expecting continued growth in premium revenue

• Controlling inflationary pressure on claims expenses 

• Management expenses benefitting from increased scale

Reinsurance programme will reduce volatility in second half 

• Tower pays first $20m of large events in the year (currently at 
$17.9m)

• Reinsurance covers aggregate event costs in excess of $20m up 
to a limit of $40m

• $20m of total large events costs is planned for within the FY22 
guidance range 

2.5¢
HY dividend announced

7
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Note 1: Tower’s ordinary dividend policy is to pay out 60-80% of the full year cash earnings, where prudent to do so, with cash earnings defined as full year Reported Net Profit After Tax adjusted for acquisition 
amortisation and unusual items
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Strong core business performance

v s  $ 1 6 . 7 m H Y 2 1

UNDERLYING NPAT
excl. large events & NII

$18.9m

94.8%

COMBINED OPERATING 
RATIO

v s  9 0 . 9 %  H Y 2 1

U N D E R L Y I N G  N P A T  
( E X C L .  L A R G E  E V E N T S  &  N E T  I N V E S T M E N T  I N C O M E )

• Improved business 
performance 

• Strong growth

• Managing inflation & 
claims costs

• Platform delivering scale 
& efficiencies, reducing 
MER

C O M B I N E D  O P E R A T I N G  R A T I O
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Consistent growth in customers and premium

u p  6 %  o n  H Y 2 1

CUSTOMERS

312,000

GWP GROWTH

11%

COST TO ACQUIRE

11%
o f  n e t  e a r n e d  p r e m i u m  

v s  1 2 %  H Y 2 1

t o  $ 2 1 6 m  i n  H Y 2 2

v s  3 4 %  i n  H Y 2 1

NET PROMOTER SCORE 
(NPS)

40%

1 2  M O N T H  R O L L I N G
G W P  B Y  B U S I N E S S  U N I T

C U S T O M E R  N U M B E R S  ( ‘ 0 0 0 s )
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Digitisation driving customer engagement and growth

o f  N Z  s a l e s  a r e  t o  
e x i s t i n g  c u s t o m e r s

CROSS SELL

42%

DIGITAL SALES

63%
ONLINE QUOTES

41%
o f  T o w e r  D i r e c t  s a l e s  

a r e  d i g i t a l .  U p  f r o m  
5 8 %  H Y 2 1

U p  f r o m  4 7 %  H Y 2 1

MY TOWER CUSTOMERS 
WITH MULTIPLE 

PRODUCTS

55%

%  O F  D I G I T A L  N E W  B U S I N E S S  
S A L E S  - T O W E R  D I R E C T  

M Y  T O W E R  R E G I S T R A T I O N S  ( ‘ 0 0 0 s )

i n c r e a s e  f r o m  H Y 2 1

55%
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Expanding partnerships, driving scalable growth

r i s k s  u p  3 5 %  v s  H Y 2 1

FLAGSHIP TRADE ME 
PARTNERSHIP 

ACCELERATING GROWTH

40,000

ACCELERATED ADVISOR 
GROWTH

1,400
2 1 %  i n c r e a s e  s i n c e  

N o v  ‘ 2 1

O n e  o f  N Z ’ s  l a r g e s t  
i m p o r t e r s  o f  u s e d  

c a r s

BUILDING PARTNERSHIP 
ECOSYSTEMS

NZ Automotive 
Investments Ltd ANZ, Westpac

PURCHASE OF LEGACY 
BOOKS

W e s t p a c  i n  F e b  ' 2 2

1 2  M O N T H  R O L L I N G  
P A R T N E R S H I P  G W P  ( E X C L  A N Z )

C O M M I S S I O N  ( %  t o  G E P )
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Pacific digitisation delivering enhanced efficiencies

D I G I T A L  P L A T F O R M  
E N A B L I N G  N E W  

B U S I N E S S

88%

S T R E A M L I N I N G  N Z  &  
P A C I F I C  O P E R A T I O N S

One Tower 
brand

i n  F Y 2 2  f o l l o w i n g  
N P I  a c q u i s i t i o n

o f  a l l  F i j i  n e w  
b u s i n e s s  v i a  E I S  i n  

M a r  ‘ 2 2  v s  2 3 %  i n  M a r  
‘ 2 1

• Tower technology platform 
launched in Fiji, Tonga, Vanuatu and 
Samoa, plan to complete rollout in 
2022

• Pacific industry-first online 
payments capability

• Domestic product suite rationalised
from 33 to 13, aligned with NZ 

• Resilient to challenges – Solomon 
Islands riots, Tonga volcanic 
eruption & tsunami, Covid
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Disciplined, data-driven underwriting improving risk accuracy

o f  N Z  c u s t o m e r s  
u p d a t e d  v i a  C P I  o r  

C o r d e l l  v s  5 7 %  H Y 2 1

AUTOMATED HOUSE SUM 
INSURED

99.8%
RISK BASED PRICING

70,000

AGILE RATING CAPABILITY

70+
p r i c i n g  a n d  

u n d e r w r i t i n g  
a d j u s t m e n t s  a n n u a l l y

N Z  c u s t o m e r s  
t r a n s i t i o n e d  t o  f l o o d  

r i s k  p r i c i n g

N Z  r i s k s  s o l d  w i t h o u t   
u n d e r w r i t i n g  
i n t e r v e n t i o n

STRAIGHT THROUGH 
UNDERWRITING

95%

%  S T R A I G H T  T H R O U G H  
U N D E R W R I T I N G  N Z
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Decisive actions to address claims inflation are delivering

AUTOMATION TO ENHANCE 
EFFICIENCIES

AI

SUPPLY CHAIN 
OPTIMISATION

76%

BAU CLAIMS RATIO

48.6%
F a s t e r ,  m o r e  

a c c u r a t e s c r e e n i n g  t o  
i d e n t i f y  f r a u d u l e n t  

c l a i m s .  L a u n c h e d  M a y  ‘ 2 2

o f  N Z  m o t o r  r e p a i r s  b y  
p r e f e r r e d s u p p l i e r s

o f  N Z  c l a i m s  l o d g e d  
o n l i n e  i n  M a r  ‘ 2 2

DIGITAL CLAIMS 
LODGEMENT

48%

B A U  C L A I M S  R A T I O

v s  4 8 . 2 %  H Y 2 1

C L A I M S  L O D G E D  D I G I T A L L Y
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Improving MER through platform efficiency

r e m a i n i n g  b y  e n d  o f  
2 0 2 2

DECOMMISSIONING LEGACY 
SYSTEMS

2

MY TOWER WEEKLY         
LOG-INS

11,000

DIGITAL TRANSACTIONS

52%

MER

u p  1 0 %  o n  H Y 2 1 8 0 %  i n c r e a s e  o n  H Y 2 1

v s  3 7 . 1 %  i n  H Y 2 1

35.8%

M A N A G E M E N T  E X P E N S E  R A T I O  ( %  N E P )

T A S K S  C O M P L E T E D  D I G I T A L L Y
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Strong capital & solvency, delivering shareholder returns

a f t e r  2 . 5 ¢  d i v i d e n d

A-

$72.2m

CAPITAL RETURN

$30.4m
r e t u r n e d  t o  

s h a r e h o l d e r s  i n  
M a r c h  2 0 2 2

AM BEST
FINANCIAL STRENGTH 

RATING

SURPLUS CAPITAL ABOVE 
MINIMUM SOLVENCY 

CAPITAL

a f f i r m e d  i n
A p r i l  2 0 2 2

Tower’s ordinary dividend policy is to pay out 60-80% of the full year cash earnings, where prudent to do so, with cash earnings defined as full year Reported Net Profit After Tax adjusted for 
acquisition amortisation and unusual items

2.5¢ half year 
dividend
2.5¢ half year 
dividend

210%

TOWER PARENT 
SOLVENCY

a f t e r  c a p i t a l  r e t u r n  
a n d  h a l f  y e a r  

d i v i d e n d



Financial 
performance
Paul Johnston
Chief Financial Officer
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Group underlying financial performance

• Strong GWP growth of 11% to $216.1m

• Management expense ratio improved 1.3%, reflecting 
scale platform efficiencies and release of Liability 
Adequacy Test provision

• Lower commission expense through ANZ portfolio 
acquisition and provision for HY proportional 
reinsurance profit share

• Underlying NPAT before large events of $17.9m 
increased 6.4% on HY21

• Reported profit impacted by CEQ valuation increase of 
$2.3m after tax

Note: 1: Management expenses and tax have been restated in the comparative period for the IFRIC accounting treatment decision on software-as-a-service costs previously capitalised now expensed 
Note 2: There has been a minor reclassification between management expenses and “other income and expenses” in the comparative period
Note 3: Refer to reconciliation between Underlying NPAT and Reported profit on page 34



19

Underlying NPAT impacted by large events

M O V E M E N T  I N  U N D E R L Y I N G  N P A T
• Underlying NPAT of $5.4m is $5m below HY21

• Additional large events of $8.6m ($6.2m after 
tax) and reduction in net investment income 
of $1.4m ($1m after tax) were significant 
drivers of decrease in earnings

• Increase in expenses includes ANZ purchase 
amortisation and increase in staffing levels

• Business growth underpinned by 11% GWP 
growth

• Reduction in commission of $2.5m after tax 
reflects the purchase of ANZ back book
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Steady BAU claims ratio in a challenging environment
N Z  M O T O R  F R E Q U E N C Y  &  S E V E R I T Y

• High inflation period impacting cost of claims (severity) 
however reduction in BAU claims ratio highlights 
appropriate rating changes made to manage profit 
challenges

• NZ motor claims frequency down due to lighter traffic 
during Covid lockdown

• New anti-fraud tool live in FY22 H2

Note 1: Severity is defined as the cost of closed claims (excluding large events, large house, windscreen, zero value or negative incurred claims) divided by the count of claims
Note 2: Frequency is defined as the number of claims (same exclusions as above) divided by risks in force

N Z  H O U S E  F R E Q U E N C Y  &  S E V E R I T Y
T O T A L  C L A I M S  R A T I O



21

Continued focus on management expenses

M O V E M E N T  I N  M A N A G E M E N T  E X P E N S E  R A T I O• Management expense ratio (MER) reduced 1.3% to 
35.8%

• GWP growth contributes a 1.4% reduction in MER 

• Staff costs increased MER by 0.9% over HY21

• Net commission expenses decreased due to the 
purchase of the ANZ portfolio, and an increase in 
reinsurance profit share income in HY22

• Liability adequacy test (LAT) at 30 September 2021 
resulted in an additional $2.1m of acquisition costs 
that were unable to be capitalized now released
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Robust reinsurance programme supports resilience

R E I N S U R A N C E  P R O G R A M M E  O V E R V I E WFY22 large events

• $17.9m large events incurred in HY22; Tonga volcanic 
eruption ($7.6m), Cyclone Dovi ($3.6m), and North Island 
Rainstorms ($6.7m)

• Further large events are met by aggregate reinsurance 
cover once they reach $20m, up to $40m

• FY22 guidance assumes the full use of $20m large event 
excess

FY22 reinsurance cover

• Catastrophe cover: $873m limit with retention of $11.25m 

• Aggregate cover: $20m with excess of $20m and event 
range of $2m to $10m, excluding NZ earthquake
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Investment strategy limits impact of market volatility

Note 1: Core investment portfolio refers to Tower’s fixed income investment portfolio in NZ.  It excludes cash held for operational purposes in NZ, and cash and short-term deposits held in Tower’s 
Pacific subsidiaries.
Subsidiaries of banking groups with a credit rating have been grouped under their parent bank’s credit rating, even if unrated themselves

C O R E  P O R T F O L I O  Y I E L D

• Increases in interest rates have resulted in losses of $0.9m as the portfolio is revalued to market values - these losses are expected 
to be recovered through higher yields as the portfolio matures

• Tower maintains a conservative investment strategy, with a focus on liquidity and high credit quality, and a target duration for the 
core investment portfolio of six months

• Our strategy has minimised profit impact from macroeconomic factors and market movements

• The running yield on the core investment portfolio has increased to 2.45% at 31 March 2022 (from 1.32% at 30 September 2021)

A S S E T  P R O F I L E  – A L L  C A S H  &  I N V E S T M E N T S

1



24

Canterbury earthquake claims a continuing challenge

Note 1: IBNR = Incurred but not reported; IBNER = Incurred but not enough reported.

O P E N  C E Q  C L A I M S

• Continuing to settle open claims with 22 
closed over the half

• Reduction in open claims slows as Tower 
continues to receive new and re-opened 
claims

• Several complex open claims have had 
significant strengthening, driven by both 
inflation and more costly rectification 
approaches

• Remaining Gross Outstanding Claims 
provision is $22.3m

• HY22 has seen an adverse P&L charge of 
$2.3m after tax in non-underlying items

C E Q  R E S E R V I N G
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66.3 66.3 65.7 65.7 

25.0 25.0 25.0 25.0 

31.5 31.5 31.4 31.4 

18.9 18.9 18.8 15.8 

48.2 

7.3 6.4 

 30-Sep-21 pre
dividend and
capital return

 30-Sep-21
post dividend

and capital
return

 31-Mar-22 pre
dividend

 31-Mar-22
post dividend

Surplus to operating range

Operating range

Target solvency margin

License condition

Minimum solvency capital

SR = 287%

SR = 225% SR = 224%

SR = 210%

Strong capital and solvency position

Note 1: Tower’s ordinary dividend policy is to pay out 60-80% of the full year cash earnings, where prudent to do so, with cash earnings defined as full year Reported Net Profit After Tax adjusted 
for acquisition amortisation and unusual items
Note: 2: SR = Solvency ratio – the ratio of actual solvency capital to minimum solvency capital

T O W E R  S O L V E N C Y  - N Z  P A R E N T  ( $ m )

• In the last 12 months Tower has returned to 
shareholders dividends of $21.1m and a capital return 
of $30.4m

• Strong solvency ratio of 210% as at 31 March 2022 
allowing for a 2.5c dividend to be paid on 30 June 2022

• Solvency margin is $72.2m above minimum solvency 
capital, after declaration of a half-year dividend

• Strong capital position will enable continued 
investments in partnerships, legacy customer base 
buy-backs and IT investment while maintaining a 
dividend stream
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Full year guidance unchanged

FY21 Actual FY22 Guidance

Underlying NPAT
excluding large events

$29.3m $35.4m to $39.4m

Large events after tax (before tax) $10m ($13.9m) $14.4m ($20m)

Underlying NPAT $19.4m $21m to $25m

Dividend 5 cents per share 5.5 cents per share

FY22 guidance has assumed Tower utilises the full $20m excess on its aggregate reinsurance cover. Additional large events 
will not impact NPAT unless the $20m aggregate reinsurance cover is exhausted.

Note 1: FY21 Underlying NPAT has been restated for the IFRIC accounting treatment decision on software-as-a-service costs previously treated as a non-underlying item in the full year results
Note 2: Tower’s ordinary dividend policy is to pay out 60-80% of the full year cash earnings, where prudent to do so, with cash earnings defined as full year Reported Net Profit After Tax adjusted for 
acquisition amortisation and unusual items

2

1



Looking 
forward
Blair Turnbull
Chief Executive Officer
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Committed to fair and transparent insurance services

CUSTOMERS VALUE 
TRANSPARENCY WHEN 
SELECTING INSURANCE

INSURANCE IS NOT EASY 
TO UNDERSTAND

Only 1/4 Kiwis

TRANSPARENCY OF 
PRICING CHANGES

EQC cap
T o w e r  w i l l  p r e s e n t  

t h e  c h a n g e  t o  
c u s t o m e r s  v i s u a l l y

s t a k e h o l d e r s  e n g a g e d  
i n  f l o o d  r i s k  c h a n g e s

TRANSPARENT ON 
CLIMATE CHANGE RISKS

200+

a r e  c o n f i d e n t  t h e y  
h a v e  t h e  r i g h t  c o v e r  

f o r  a l l  t h e i r  r i s k s *

74%
o f  K i w i s  s a y  

t r a n s p a r e n c y  i s  t h e  
m o s t  i m p o r t a n t  f a c t o r *

*From Tower research commissioned in September 2021 which surveyed 1,000 New Zealanders
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Tackling labour market challenges via our unique 
footprint and positive culture 

Leveraging unique footprint

• Digital platform enables workflow across multiple countries

• Leveraging access to talent in the Pacific and Rotorua, 
offering high quality roles

• Operational diversification enables us to manage workflow 
spikes and business interruption

Positive culture and engagement

• Refreshed Tower values

• Enhanced flexible working, staff recognition programme and 
benefits

• Transparency around gender pay gap – pay equity gap -1.4%

• Employee engagement up 6% on HY21 to 79%
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Supporting communities through climate change

REDUCTION IN TOWER 
ANNUAL CARBON 

EMISSIONS

ENABLING HEALTHY, 
SUSTAINABLE HOMES

Sustainable 
rebuild benefit

from 551 tCO2e to 378 
tCO2e in FY21. 21% 

reduction target by 2025. 

31%

SUPPORTING ELECTRIC 
TRANSPORTATION

pilot planned for 2022

PRODUCTS TO SUPPORT 
PACIFIC RESILIENCE

Parametric 
cover

60%
growth in EV policies sold vs 
HY21. E-bikes & e-scooters 

covered in contents policies 

Supporting climate 
change education

Additional $15K available 
for sustainable products
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Investing in efficiency and growth

INVESTING IN AUTOMATED 
MARKETING

p e r s o n a l i s e d m e s s a g e s  
s e n t  p o s t  l a u n c h  i n  

H Y 2 2

1.5m

I N I T I A T I V E  I N V E S T M E N T

H Y 2 2  t e c h n o l o g y  
r e l e a s e s ,  v s  9 6  p r i o r  

s i x  m o n t h s

AGILE TECHNOLOGY 
DELIVERY

134

INVESTING IN 
ACQUISITIONS

ANZ, Youi, 
Westpac 
portfolios

INVESTING IN 
TECHNOLOGY

Pacific EIS, 
Oracle, FRISS 



Well positioned to continue delivering dividends 
and growth

• Strong underlying operating performance

• Achieving positive customer outcomes and growth through: 

• deeper customer relationships through digitisation

• innovative partnership model

• modernising our Pacific business

• Continued focus on claims inflation and process enhancements

• Driving efficiencies through scalable platform and focus on expenses

• Delivering positive shareholder returns: dividends and accelerating growth 

32
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Reconciliation between underlying profit after tax and reported profit after tax

•

•

•

•

•
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Disclaimer

This presentation has been prepared by Tower Limited to provide shareholders with information on Tower’s business. This 
document is part of, and should be read in conjunction with an oral briefing to be given by Tower. A copy of this webcast of the
briefing is available at http://www.tower.co.nz/investor-centre/ It contains summary information about Tower as at 31 March 
2022 which is general in nature, and does not purport to contain all information a prospective investor should consider when 
evaluating an investment. It is not an offer or invitation to buy Tower shares. Investors must rely on their own enquiries and 
seek appropriate professional advice in relation to the information and statements in relation to the proposed prospects, 
business and operations of Tower. The data contained in this document is for illustrative purposes only. Past performance is 
not a guarantee of future performance and must not be relied on as such. The information in this presentation does not 
constitute financial advice.

Forward looking statements
This document contains certain forward-looking statements. Such 
statements relate to events and depend on circumstances that will occur 
in the future and are subject to risks, uncertainties and assumptions. 
There are a number of factors which could cause actual results and 
developments to differ materially from those expressed or implied by 
such forward-looking statements, including, among others: the 
enactment of legislation or regulation that may impose costs or restrict 
activities; the re-negotiation of contracts; fluctuations in demand and 
pricing in the industry; fluctuations in exchange controls; changes in 
government policy and taxation; industrial disputes; and war and 
terrorism. These forward-looking statements speak only as at the date of 
this document.

Disclaimer
Neither Tower nor any of its advisers or any of their respective 
affiliates, related bodies corporate, directors, officers, partners, 
employees and agents (other persons) makes any representation or 
warranty as to the currency, accuracy, reliability or completeness of 
information in this presentation. To the maximum extent permitted by 
law, Tower and the other persons expressly disclaim any liability 
incurred as a result of the information in this presentation being 
inaccurate or incomplete in any way. The statements made in this 
presentation are made only as at the date of this presentation. The 
accuracy of the information in this presentation remains subject to 
change without notice.

http://www.tower.co.nz/investor-centre/

