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London, November 5, 2001 - London Pacific Group Limited (NYSE: LDP, London: LPG) today reported a consolidated net loss for the quarter ended September 30, 2001 of $144.4 million, or $(2.85) per diluted share and ADR, compared with net income of $29.1 million, or $0.47 per diluted share and ADR, for the third quarter of 2000.

For the nine months ended September 30, 2001, the consolidated net loss was $295.3 million, or $(5.78) per diluted share and ADR, compared with $313.4 million of net income, or $5.16 per diluted share and ADR, for the same period in 2000. 

*****


London Pacific Group Limited, based in Jersey, Channel Islands, is a financial services company with four business areas: annuities, financial advisory services, asset management and venture capital management. London Pacific’s operating companies gather assets through their distribution networks in the U.S. and U.K.

Highlights:

· Net realized and unrealized investment losses of $158.7 million were responsible for the third quarter loss due to the declines in the values of listed technology holdings, as well as the write off of several private investment holdings. The most significant public technology stocks, held by Group operating companies at the end of the quarter, were New Focus (4,615,386 shares valued at $14.9 million) and Packeteer (2,446,302 shares valued at $7.8 million).
· Book value per share was $5.25 as of September 30, 2001, reflecting the net asset value of the Group after the deduction of the cost of the shares held by the employee benefit trusts, and reflecting the number of shares in issue excluding the shares held by the employee benefit trusts.
· Assets under management, consulting or administration as of September 30, 2001 were $5.4 billion, up from $4.9 billion as of December 31, 2000.

*****

Statements contained herein which are not historical facts are forward-looking statements that involve a number of risks and uncertainties that could cause the actual results of the future events described in such forward-looking statements to differ materially from those anticipated in such forward-looking statements. Factors that could cause or contribute to deviations from the forward-looking statements include, but are not limited to, (i) variations in demand for the Group’s products and services, (ii) the success of new products and services provided by the Group, (iii) the credit ratings of the Group’s insurance subsidiaries, (iv) significant changes in net cash flows in or out of the Group’s businesses, (v) fluctuations in the performance of debt and equity markets worldwide, (vi) the enactment of adverse state, federal or foreign regulation or changes in government policy or regulation (including accounting standards) affecting the Group’s operations, (vii) the effect of economic conditions and interest rates in the U.S., the U.K. or internationally, (viii) the ability of the Group’s subsidiaries to compete in their respective businesses, and (ix) the ability of the Group to attract and retain key personnel. The Group undertakes no obligation to update any forward-looking statements, whether as a result of new information, future developments or otherwise.
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London Pacific Group Limited

Condensed Consolidated Statements of Income

Under U.S. GAAP (unaudited)

In thousands, except per share and ADR amounts

	
	
Three Months Ended
	
Nine Months Ended


	
	September 30,
	September 30,

	
	
2001
	
2000
	
2001
	
2000

	
	
	
	
	

	Revenues:
	
	
	
	

	Investment income
	$   36,411
	$   29,799
	$ 107,002
	$    83,131

	Insurance policy charges
	1,418
	1,822
	4,254
	5,660

	Financial advisory services, asset management and
	
	
	
	

	other
 fee income
	5,926
	7,329
	19,118
	24,325

	Net realized investment gains (losses)
	(42,490)
	87,982
	(21,624)
	88,170

	Change in net unrealized investment gains and
	
	
	
	

	losses 
on trading 
securities
	(116,167)
	(62,359)
	(292,264)
	291,834

	
	
	
	
	

	
	(114,902)
	64,573
	(183,514)
	493,120

	Expenses:
	
	
	
	

	Interest credited on insurance policyholder accounts
	30,887
	24,610
	87,938
	67,385

	Amortization of deferred policy acquisition costs
	6,205
	4,769
	17,756
	16,011

	Operating expenses
	12,983
	13,894
	39,828
	43,154

	Goodwill amortization
	57
	58
	172
	173

	Interest expense
	467
	128
	1,803
	142

	
	
	
	
	

	
	50,599
	43,459
	147,497
	126,865

	
	
	
	
	

	
	
	
	
	

	Income (loss) before income tax expense 
	(165,501)
	21,114
	(331,011)
	366,255

	
	
	
	
	

	Income tax expense (benefit)
	(21,056)
	(7,947)
	(35,723)
	52,901

	
	
	
	
	

	Net income (loss)
	$(144,445)
	$   29,061
	$(295,288)
	$ 313,354

	
	
	
	
	

	Basic earnings (loss) per share and ADR
	  $ (2.85)
	
$ 0.56
	  $ (5.78)
	
$ 6.21

	Diluted earnings (loss) per share and ADR
	  $ (2.85)
	
$ 0.47
	  $ (5.78)
	
$ 5.16


London Pacific Group Limited

Condensed Consolidated Balance Sheets

Under U.S. GAAP (unaudited)

In thousands, except share amounts
	
	September 30,


2001
	 December 31,


2000

	
	
	

	Assets:
	
	

	Cash and cash equivalents
	$   104,350
	$   114,285

	
	
	

	Investments, principally of life insurance subsidiaries:
	
	

	Fixed maturities:
	
	

	Available-for-sale, at fair value (amortized cost: $1,623,249 and 
$1,352,313

	
	

	as of September 30, 2001 and December 31, 2000, respectively)
	1,593,231
	1,292,015

	Held-to-maturity, at amortized cost (fair value: $115,408 and $129,400
	
	

	as of September 30, 2001 and December 31, 2000, respectively)
	111,589
	127,514

	Equity securities:
	
	

	Trading, at fair value (cost: $84,264 and $99,747 as of September 30, 
2001
	
	

	and December 31, 2000, respectively)
	46,150
	353,896

	Available-for-sale, at fair value (cost: $ 226,459 and $238,942 as of
	
	

	September 30, 2001 and December 31, 2000 respectively)
	218,418
	229,403

	Policy loans
	10,530
	10,301

	
	
	

	Total investments
	1,979,918
	2,013,129

	
	
	

	Accrued investment income
	34,877
	28,629

	Deferred policy acquisition costs
	161,359
	168,102 

	Assets held in separate accounts
	228,229
	206,325

	Receivables
	18,289
	17,222

	Other assets
	18,316
	15,296

	
	
	

	Total assets
	$2,545,338
	$2,562,988

	
	
	

	Liabilities:
	
	

	Life insurance policy liabilities
	$1,984,737
	$1,691,601

	Liabilities related to separate accounts
	218,879
	203,806

	Notes payable
	36,874
	35,556

	Deferred income tax liabilities
	2,593
	41,587

	Accounts payable, accruals and other liabilities
	35,777
	22,696

	
	
	

	Total liabilities
	2,278,860
	1,995,246

	
	
	

	Commitments and contingencies
	
	

	
	
	

	Shareholders’ equity:
	
	

	Ordinary shares, $0.05 par value per share: authorized 86,400,000 
shares;
	
	

	issued 
and outstanding 64,439,073 and 64,433,313 shares as of
	
	

	September
 30, 2001 and 
December 31, 2000, respectively
	3,222
	3,222

	Additional paid-in capital
	68,274
	67,591

	Retained earnings
	273,086
	580,176

	Employee benefit trusts, at cost (shares: 13,698,181 and 12,811,381 as of
	
	

	
September 30, 2001 and 
December 31, 2000,  respectively)
	(63,599)
	(58,003)

	Accumulated other comprehensive income (loss)
	(14,505)
	(25,244)

	
	
	

	Total shareholders’ equity
	266,478
	567,742

	
	
	

	Total liabilities and shareholders’ equity
	$2,545,338
	$2,562,988


London Pacific Group Limited

Condensed Consolidated Statements of Cash Flows

Under U.S. GAAP (unaudited)

In thousands

	
	Nine Months Ended

	
	September 30,

	
	
2001
	
2000

	
	
	

	
	
	

	Net cash provided by operating activities
	$ 61,363
	$ 24,736

	Cash flows from investing activities:
	
	

	Purchases of held-to-maturity fixed maturity securities
	(14,865)
	(2,328)

	Purchases of available-for-sale fixed maturity securities
	(657,937)
	(239,332)

	Purchases of available-for-sale equity securities
	(51,100)
	(90,142)

	Proceeds from redemption of held-to-maturity fixed maturity securities
	19,998
	37,098

	Proceeds from sale of available-for-sale fixed maturity securities
	389,241
	52,416

	Proceeds from sale of available-for-sale equity securities
	16,723
	2,243

	Capital expenditures
	(1,222)
	(1,411)

	Other cash flows from investing activities
	(229)
	3,039

	
	
	

	Net cash provided by (used in) investing activities
	(299,391)
	(238,417)

	
	
	

	Cash flows from financing activities:
	
	

	Insurance policyholder contract deposits
	378,663
	377,016

	Insurance policyholder benefits paid
	(134,502)
	(167,928)

	Issue of Ordinary Shares
	3
	-

	Purchases of Ordinary Shares by the employee benefit trusts
	(6,005)
	(12,712)

	Proceeds from disposal of shares by the employee benefit trusts
	440
	8,299

	Dividends paid
	(11,802)
	(11,625)

	Notes payable
	1,318
	20,066

	Bank overdrafts
	-
	(593)

	
	
	

	Net cash provided by financing activities
	228,115
	212,523

	
	
	

	Net increase (decrease) in cash and cash equivalents
	(9,913)
	(1,158)

	
	
	

	Cash and cash equivalents at beginning of period
	114,285
	49,703

	Foreign currency translation adjustment
	(22)
	-

	
	
	

	Cash and cash equivalents at end of period
	$104,350
	$ 48,545

	
	
	


