
The Financial Services division provides motor-related financial services and 
products through LiquidCapital (maintenance, warranty and other financial 
products associated with the automotive market) and vehicle leasing through 
Imperial Fleet Management and Ariva. In line with the group’s strategy to 
dispose of non-core and strategically misaligned assets, negotiations for the sale 
of Regent are currently underway and progressing positively. Regardless of the 
outcome of these negotiations, motor-related financial services will remain an 
integral part of the group’s strategic focus on the full automotive value chain. 

FINANCIAL
SERVICES

78 IMPERIAL HOLDINGS LIMITED 
Integrated Annual  Report  
for  the year ended 30 June 2015  

DIVISIONAL REVIEWS >  FINANCIAL SERVICES



79
78 IMPERIAL HOLDINGS LIMITED 

Integrated Annual  Report  
for  the year ended 30 June 2015  

DIVISIONAL REVIEWS >  FINANCIAL SERVICES

R million 2015 2014** % change

Motor-related financial services and products
Revenue 1 429 1 166 23
Operating profit – restated 620 587 6
Operating margin (%)* 43,4 50,3

Insurance (discontinued operations)
Revenue 3 034 2 905 4
Operating profit 564 454 24

Adjusted investment income 208 276 (25)
Adjusted underwriting result 479 328 46
Intergroup eliminations** (123) (150) (18)

Operating margin (%) 18,6 15,6
Underwriting margin (%) 15,8 11,3

Return on invested capital (%) 32,3 31,4
Weighted average cost of capital (%) 11,6 12,2

*  The operating margin for motor-related financial services and products benefits from investment 
income and profit share arrangements, including banking alliances where we recognise profit, but for 
which there is no corresponding revenue.

**   Regent has been classified as a discontinued operation. The accounting standards require that the 
continuing and discontinued operations are reflected after adjusting for all intergroup transactions. 
These transactions relate to intergroup revenue, fees and cell captive incomes. The cell captive 
incomes retained with the sale of Regent are now included in motor-related financial services and 
products and the 2014 result has been reclassified accordingly. 

KEY DATA

INCLUDING REGENT

1 186
EMPLOYEES 
(2014: 1 077)

TRAINING SPEND:  

R5,2
MILLION
(2014: R11,3 million)

NUMBER OF 
TRAINING HOURS:  

9 847
(2014: 8 329)

TOTAL SCOPE 1 AND 2  
CO2 EMISSIONS OF 

3 681
TONNES
(2014: 4 265 tonnes)

VALUE CHAIN

MOTOR-RELATED FINANCIAL 
PRODUCTS AND SERVICES

FINANCE AND FULL 
MAINTENANCE LEASING INSURANCE

Vehicle servicing and maintenance contracts, 
vehicle leasing to private individuals, fleet 
telematics and roadside assistance.

Vehicle finance provided through alliances 
with banks. Full maintenance leasing and 
other fleet management solutions are 
provided to corporate, parastatal and 
SMME clients.

Insurance for passenger and commercial 
vehicles, extended warranties, credit  
insurance and commercial goods-in-transit 
cover, as well as life insurance, funeral  
policies and affinity products.

 FOR MORE INFORMATION 
on sustainability initiatives, see 
the Sustainable Development Report.



DIFFERENTIATORS
 > Access to the group’s extensive vehicle 

dealership network which provides scale 
and points of sale for financial services.

 > Access to market intelligence through the 
group’s vehicle businesses, which 
provides a basis from which to grow 
demand for existing products and 
services and develop new products.

 > Ability to feed market intelligence back 
into the vehicle businesses.

 > Proven track record of product and 
channel innovation and development.

MATERIAL ISSUES
 > Driving differentiation through customer 

service and product innovation in an 
increasingly competitive environment. 

 > Managing exposure and impact of 
unfavourable underwriting cycles and 
investment markets.

 > Attracting and retaining highly skilled 
technical and financial talent.

 > Managing complexity associated with a 
dynamic regulatory environment.

Value drivers Operating context

Performance of the  
South African economy 
and vehicle sales

 > Economic conditions in South Africa remain challenging.
 > Slow-down in new vehicle sales impacted volumes in 

vehicle-related products and services, however the potential 
increase in used vehicle sales due to consumer pressure could 
positively impact volumes.

 > Low consumer confidence and rising interest rates likely to 
impact vehicle sales further.

 > Challenging consumer conditions can result in higher 
lapse rates.

Underwriting cycles  > Regent’s motor comprehensive short-term insurance business 
benefited from a positive underwriting cycle during the year.

 > Less claims due to natural events (specifically hail) than in 
previous years.

Average cost per claim  > Sustained weakness of the rand negatively impacts the 
performance of motor products.

Equity market  
performance

 > Regent benefited from positive equity market performance, 
but to a lesser extent than in the previous year. 

Competitive  
environment

 > Environment becoming increasingly crowded as financial 
services and other industry players aim to diversify income 
through value-added products and services.

Impact of regulatory 
developments

 > Numerous new regulations impacting the financial services 
industry (for example the Solvency Assessment and 
Management regulations, the Retail Distribution Review and 
Treating Customers Fairly regulations) increases the complexity 
of managing the business.

 > The National Credit Amendment Act impacted the extension 
of credit for vehicle purchases.

 > Amendments to tax legislation relating to company cars 
affecting LiquidCapital by lowering the value of company cars 
on its balance sheet, which will impact rental income.
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STRATEGY
The financial services division provides an integrated vehicle-related financial services 

proposition that leverages the group’s capabilities and footprint in vehicle distribution and retail, 

contributes advanced vehicle and customer data management and analytics, and completes the 

group’s suite of vehicle-related products and services, providing annuity income. The division’s 

businesses provide products and services under its own licences and through joint ventures with 

other financial and motor industry players.

Regent
On 27 May 2015 shareholders were advised that Imperial had entered into exclusive 

negotiations for three months with The Hollard Insurance Group and an associated party 

(Hollard), regarding the acquisition by Hollard of Imperial`s interest in Regent Insurance Company 

Limited and Regent Life Assurance Company Limited (Regent).

While the business of Regent has grown strongly since its establishment, a large fast-growing 

portion of Regent’s revenue and profits are unrelated to the group’s core vehicles and logistics 

businesses and enjoy no strategic, competitive or financial advantage from Imperial’s ownership. 

Therefore, and consistent with its espoused strategy to invest in its core capabilities, Imperial 

has decided to dispose of the business and insurance licences of Regent. As motor-related 
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financial services remain core to the group’s 
strategy, the transaction will be structured to 
allow the group to retain access to the 
income flows generated by the distribution of 
vehicle-related insurance and value-added 
products through the group’s dealership 
network with the use of cell captives.

Since the issuing of the last cautionary 
renewal, the due diligence is progressing 
positively and the parties have agreed 
to extend the initial three month exclusivity 
period to the end of September after 
which shareholders will be advised 
of developments.

LiquidCapital
LiquidCapital remains a key strategic 
differentiator in the group’s portfolio of 
vehicle-related businesses. The business 
provides financial products and services 
aligned to the division’s brands and leverages 
the Imperial dealer network to drive sales, in 
addition to its direct sales capabilities and 
external distribution partners.

The business is investing 
in strengthening its direct 
sales capabilities in the 
increasingly crowded, 
competitive environment for 
value-added products and 
services. With consumers 
having more choice in 
providers, customer 
experience becomes a critical 
differentiator. LiquidCapital 
is developing initiatives to 
drive a customer-oriented 
culture within its business 
and position itself as a 
provider of choice to younger 
vehicle-buying consumers. 
The introduction of monthly 
payment plans improves 
affordability for some 
consumers.

MotorHappy was launched as a new 
consumer-facing brand that leverages social 
media and digital marketing to drive sales by 
reducing the perceived complexity of 
vehicle-related value-added products and 
services. It provides a simple web-based 
interface through which customers can buy 
products and services, and find information on 
which products may already be associated 
with their vehicle. Products integrated into 
this offering include service and maintenance 
plans, warranties and roadside assistance, 
which together position the brand as a 
‘trusted adviser’ to customers’ motoring 
needs.

LiquidCapital uses its advanced information 
technology capabilities to inform its product 
and service development and provide 
strategic advantage to the group’s vehicle-
related businesses. Data is managed and 
processed on behalf of the group, and 
vehicle-related data is shared with respective 
original equipment manufacturers represented 
by the Import, Distribution and Dealerships 
division. The business conforms to the highest 
information security and data privacy 
standards, and is fully compliant with the 
Protection of Personal Information Act. 
Mechanisms are in place to retain and attract 
highly skilled technical and analytical skills.

The business continued to comply with all 
applicable financial services legislation and 
licence conditions, and is on track to meet 
new regulatory requirements including 
Treating Customers Fairly and Retail 
Distribution Review regulations. Some of its 
telemarketers are required to be accredited 
under the Financial Advisory and Intermediary 
Services Act, an area in which there is an 
existing skills shortage. Attraction and 
retention mechanisms are also in place for 
these skills.

PERFORMANCE
The underwriting performance in Regent’s 
short-term business benefited from more 
effective risk management resulting in 
improved loss ratios in the motor 
comprehensive and commercial vehicles 
businesses. Uptake of motor-related 
value-added products improved despite 
slowing vehicle sales. Regent Life performed 
well, with new business volume growth. 

Regional business outside South Africa 
remained a meaningful contributor to the 
division and performed to expectation. These 
factors, together with Regent’s decision to 
focus on its core markets and distribution 
channels, increased underwriting profit by 
46% with underwriting margins improving 
from 11,3% to 15,8%. Equity markets were 
less favourable when compared to the prior 
year, resulting in lower investment returns on 
prudent equity positions.

Operating profit in motor-related financial 
services grew 6% despite more conservative 
impairment provisions in the vehicle financing 
alliances. The advances generated through 
the alliances with financial institutions grew 
strongly, as did the funds held under service, 
maintenance, roadside assistance and 
warranty plans, which grew by 10%. 
Innovative new products and improved 
retention and penetration rates in sales 
channels also contributed positively to the 
growth in these businesses, providing 
valuable annuity earnings to underpin future 
profits.

Growing the leasing business via Imperial 
Fleet Management and building synergies 
within the retail divisions remains a focus 
area. Ariva, a private leasing alliance, had a 
difficult year as new business volumes 
declined in a tighter credit environment.

Net capital expenditure in the motor-related 
financial services and products businesses 
related mainly to vehicles for hire. In the 
current period, a net R649 million was 
invested in the fleet, compared to R224 
million in the prior year when certain of these 
vehicles were leased through one of the 
division’s banking alliances. 

OUTLOOK
Vehicle sales are expected to decline in the 
year ahead. Initiatives to drive direct sales 
and offer a differentiated value proposition to 
the market should mitigate this and support 
revenue and operating profit growth, 
excluding Regent, in 2016.
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