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Saga creaks to new low as travel woes offset
insurance turnaround
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Over-50s services specialist Saga PLC (LON:SAGA) said it was making "good
early progress" with its new strategy of selling three-year fixed motor and home
insurance policies, but travel sales and profit margins were creaking.
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The FTSE 250 group, which launched the new insurance strategy in April after
swinging to a loss last year, sold more than 60,000 three-year fixed price
policies between February and 16 June, of which over 30,000 relate to new
business.
READ: Saga Group slashes dividend as it warns insurance turnaround plan will
hit profits
More than half of direct new business customers have chosen the fixed price
product, which Saga said was in line with its business case assumptions and
was leading to a return to its direct distribution model.
Overall, however, retail broking policy volumes were down 6% to 753,000 by
the end of May, while gross profit margins for home and motor business were
within the guided range of £71-£74 per policy, down from £80 last year.
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Chief executive Lance Batchelor, who recently announced that he will retire at
the end of next January, becoming one of the company's customers, was
encouraged by the "early signs of progress in stabilising" in the retail broking
business but noted that "it is very early days in the turnaround strategy" and
that the insurance market "remains challenging".
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Mixed travel
The tour operations business has seen a 4% decline in booked revenues as of
15 June, amid highly competitive conditions seen at other companies and
affected by current political uncertainties, with margins under pressure due to
discounting.
On the upside, Batchelor, in a statement put out ahead of the company's
annual shareholder meeting, said bookings from Saga's two cruise ships have
been "resilient" and in line with targets.
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Saga Group plc is a British company
focused on serving the needs of those aged
50 and over. It has 2. 7 million customers.
Saga Holidays provides package holidays
and tours across the globe. It owns and
operates the cruise ships MS Saga Pearl
and MS Saga Sapphire and also owns and
operates the Bel Jou Hotel in St Lucia, as
well
as
Titan
Travel.
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However an operating loss of around £3mln is expected for the half year due to lost revenues from the sale of 'Saga
Pearl II' in April and training, launch and marketing costs for the new Spirit of Discovery, which sets sail for the first time
next month.
Digging itself out of a hole
"Having issued several profit warnings in the past few years, changed its insurance strategy, and announced plans to
part ways with its chief executive, the business has come back with a patchy trading update," said analyst Russ Mould
at AJ Bell.
"In its defence, the turnaround plan is still fairly new and it will take time to see if the strategy works," Mould said, adding
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that the three-year policies were a "brave move considering how claims inflation is really hurting the industry" and the
real test is whether Saga makes any money from it.
After a warning from its travel business, he said the company is "in a sticky mess" and now "reliant on flawless
execution to try and put the business back on track", though the depressed market valuation leaves Saga vulnerable to
takeover interest regarding its valuable brand and large customer base.
Noting that the search for a new CEO has icked off, broker Peel Hunt said that while it was "still early days, the shares
remain undervalued" on five times forecast earnings.
Shares in Saga, which were floated just over five years ago at 185p, tumbled 8% to 34.5p in early trade on Wednesday,
earlier sinking to a new all-time low of 33.62p.
-- Broker comment added --

Proactive Investors facilitate the largest global investor network across 4 continents in 4 languages. With a team of analysts
journalists & professional investors Proactive produce independent coverage on 1000's of companies across every sector for private
investors,
private
client
brokers,
fund
managers
and
international
investor
communities.
Contact us

+44 (0)207 989 0813

action@proactiveinvestors.com

No investment advice
The Company is a publisher. You understand and agree that no content published on the Site constitutes a recommendation that any particular security,
portfolio of securities, transaction, or investment strategy is suitable or advisable for any specific person. You understand that the Content on the Site is
provided for information purposes only, and none of the information contained on the Site constitutes an offer, solicitation or recommendation to buy or sell a
security. You understand that the Company receives either monetary or securities compensation for our services. We stand to benefit from any volume which
any Content on the Site may generate.
You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential, advisability,
value, suitability or profitability of any particular security, portfolio of securities, transaction, investment, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including Company-related
products, and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that
contributors may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases
where the position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and
agree that at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price
and other data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such
calculations are guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be
selective, may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
information and data may not be current and should not be relied upon.
The Site does not, and is not intended to, provide investment, tax, accounting, legal or insurance advice, and is not and should not be construed as
providing any of the foregoing. You should consult an attorney or other relevant professional regarding your specific legal, tax, investment or other needs as
tailored
to
your
specific
situation.
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