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Sanlam's earnings framework 

Market note | For explanatory and information purposes only 

Background and context 

The group introduced operating profit as an earnings measure at the October 2025 capital markets day, providing 

investors with an IFRS-aligned measure of earnings performance that enhances comparability with industry peers. 

Operating profit reflects the performance of the group’s businesses and includes investment variances and project 

expenditure incurred in the period. As noted at the time, this can increase short-term volatility, due to mark-to-

market gains and losses on insurance contracts from one period to the next. 

Since its introduction, Sanlam has engaged extensively with investors and analysts on how the framework is 

applied in valuation and earnings models. 

While investors support the move to an IFRS-aligned framework and the improved comparability that operating 

profit provides, they have requested greater clarity on the relationship between the group's earnings measures, a 

clearer view of underlying earnings performance through the cycle and better visibility of the earnings that 

underpin dividend capacity. 

Sanlam committed from the outset that the framework would continue to evolve as investors gained experience 

using it. Earlier this year, the group published additional information explaining the earnings framework and 

subsequently released comparative information to help investors assess historical performance using the revised 

framework, which can be accessed here. 

The introduction of core earnings is a further enhancement in response to continued feedback. 

‘Core earnings’ is Sanlam’s measure of underlying sustainable operational earnings and is used as the primary 

input into dividend decisions. It is derived from operating profit and adjusted for items that can create short-term 

earnings volatility. Apart from excluding future-fit project expenses, core earnings replace the actual effect of 

short-term investment market volatility on insurance contracts with a structured annual release from the asset 

mismatch reserve, which aggregates these short-term net effects.  

The table below reconciles operating profit to core earnings 

For the period ended 
(R million) 30 June 2026 30 June 2025 31 December 2025 

Operating profit 7 289 7 864 13 722 

Investment variances (512) (662) 405 

Release of asset mismatch reserves (AMR) 221 263 515 

Net future-fit project expenses 379 199 424 

Core earnings 7 377 7 664 15 066 

Refer to the earnings per cluster analysis in the Supplementary information for the cluster view of this 
reconciliation for the six months ended 30 June 2026 and 30 June 2025. 

 
Both operating profit and core earnings will continue to be disclosed, providing investors with complementary 

perspectives on the group’s earnings performance. The targets for operating profit and core earnings are aligned 

because target-setting assumes delivery of expected investment returns. In any reporting period, however, actual 

operating profit may differ from core earnings as market returns vary from these assumptions, giving rise to 

investment variances that are smoothed out over time in core earnings.  

 

The introduction of core earnings is also directionally consistent with IFRS 18, the new accounting standard issued 

by the International Accounting Standards Board, which redesigns financial statement presentation and 

introduces formal disclosure requirements for management-defined performance measures. Effective from  

1 January 2027, IFRS 18 introduces a defined ‘operating profit’ subtotal in the income statement, while recognising 

that management-defined performance measures can provide useful additional insight into financial performance. 

As part of the transition, our existing operating profit measure will be renamed to distinguish it clearly from the 

new IFRS-defined operating profit subtotal. Against this backdrop, core earnings provides a clear and governed 

measure of underlying sustainable performance, transparently reconciled to IFRS-reported results. 

https://www.sanlam.com/downloads/results-announcements/2026/comparative-information-2025.pdf
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Consistency and governance  

Core earnings is a governance-led, formally defined metric. Its composition and categories of reconciling items 

are predetermined and consistently applied between reporting periods, rather than varied at management's 

discretion or by reference to a particular period's financial outcome. The framework is subject to formal 

governance oversight, including Group Executive Committee consideration, Actuarial Forum recommendations 

where relevant, approval by the Audit, Actuarial and Finance Committee and the board. Any material change to 

the methodology would require appropriate governance, be supported by a substantive change in circumstances 

and be transparently disclosed. Consistent with other key reported measures, core earnings and its reconciliation 

will be subject to external audit at year-end. 

 

Three complementary measures 

Operating profit, core earnings and adjusted headline earnings, are complementary earnings measures used by 

management. Each is designed for a specific purpose and together they provide a more informed and complete 

picture of Sanlam's financial performance. 

 

 

The framework introduced in 2025 remains intact. Operating profit remains the reported operating earnings 

measure and the basis for peer comparison. Core earnings provide the view of underlying sustainable earnings 

performance. Adjusted headline earnings provide a broader shareholder lens by incorporating the actual 

investment returns earned on shareholders' fund assets during the reporting period. 

 

Core earnings and group dividend capacity 

Sanlam's dividend capacity is determined with reference to sustainable earnings (core earnings) and cash 

generation, while taking account of capital requirements, solvency considerations, strategic investment 

opportunities and the group's dividend policy.  

 

Core earnings and dividend capacity are assessed against different tests: core earnings reflect the performance 

of businesses Sanlam operates, manages and is accountable for, whereas dividend capacity reflects cash 

available to shareholders regardless of its source.  

 

As previously communicated, Sanlam's investment in Ninety One is a strategic shareholder investment rather 

than an operated business and is accordingly excluded from core earnings. However, recurring dividends received 

from Ninety One are cash returns on shareholder capital and, consistent with the treatment of Sanlam's other 

strategic investments, remain available for distribution and are assessed separately, alongside core earnings, in 

determining overall dividend capacity. 
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Important notice 

This communication is provided for explanatory and informational purposes only. It does not constitute a profit 

forecast, profit estimate, earnings guidance, dividend guidance, trading statement, SENS announcement or any 

indication of expected financial performance. Investors should rely on Sanlam's formally published financial 

results, integrated reports, SENS announcements and other regulatory disclosures, which remain the 

authoritative record of the group's financial performance and reporting. 

This communication explains the role of core earnings within Sanlam's reporting framework. Its purpose is not 

to disclose current-period financial performance or introduce financial results outside Sanlam's formal reporting 

process. Core earnings disclosures, comparative information and reconciliations will continue to be provided 

through the group's formal results announcements and accompanying reporting materials. 


