	GE plans IPO at $10bn insurance unit
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General Electric is planning to spin off most of its life and mortgage insurance businesses, worth $10bn in book value, in an initial public offering targeted for the first half of next year, the industrial giant said on Tuesday.
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The move marks a further step in GE's transformation under chairman and chief executive Jeffrey Immelt, who has made no secret of his intention to steer the company away from low growth businesses such as insurance.

The IPO would move around 20 per cent of GE's financial services assets and around one half of its insurance business into a new entity named Genworth Financial. This would help reduce the level of GE's insurance related assets from about 40 per cent to 15 per cent of its overall financial services assets - a previously stated goal for the industrial conglomerate.

"This IPO is both an important step in the transformation of GE and a significant opportunity for Genworth," Mr Immelt said in a statement. Last month, after executing a series of deals ranging from the disposal of its Japanese insurance business to the acquisition of Amersham, the UK diagnostics group, Mr Immelt said to the Financial Times: "The goal is to get some good industrial businesses which are growing as fast or faster [than financial services]."

GE plans to sell around 30 per cent of Genworth's equity in the IPO and expects to reduce its ownership in the company over the next three years. It indicated proceeds would be used to "invest in growth initiatives and reduce 'parent-support' debt at GE Capital".

Explaining the logic behind the IPO plans, Mr Immelt said that as a separate company, Genworth would have direct access to the capital markets to fund its business initiatives, in contrast to the current situation in which GE has limited the availability of capital for its insurance business.

Following the news, Fitch cut the long-term ratings of GE Financial Assurance Holdings to A from A+, citing the execution risk tied to the IPO and questioning GE Financial's ability to generate strong and stable earnings.

The planned IPO follows a period of consolidation in the US insurance industry. According to Thomson Financial, nearly $64bn, or 14.4 per cent, of all US deal volumes have been in insurance, making it the most active sector in M&A.

	[image: image5.png]




	[image: image6.png]


Financial Times, 19.11.2003


