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Thi t t t t i t i “f d l ki t t t ” ith t t t i fThis statement may contain certain “forward-looking statements” with respect to certain of
Prudential's plans and its current goals and expectations relating to its future financial
condition, performance, results, strategy and objectives. Statements containing the words
“believes”, “intends”, “expects”, “plans”, “seeks” and “anticipates”, and words of similar

i f d l ki B th i t ll f d l ki t t t i l i kmeaning, are forward-looking. By their nature, all forward-looking statements involve risk
and uncertainty because they relate to future events and circumstances which are beyond
Prudential's control including among other things, UK domestic and global economic and
business conditions, market related risks such as fluctuations in interest rates and exchange

t d th f f fi i l k t ll th li i d ti frates, and the performance of financial markets generally; the policies and actions of
regulatory authorities, the impact of competition, inflation, and deflation; experience in
particular with regard to mortality and morbidity trends, lapse rates and policy renewal rates;
the timing, impact and other uncertainties of future acquisitions or combinations within

l t i d t i d th i t f h i it l l ti t d drelevant industries; and the impact of changes in capital, solvency or accounting standards,
and tax and other legislation and regulations in the jurisdictions in which Prudential and its
affiliates operate. This may for example result in changes to assumptions used for
determining results of operations or re-estimations of reserves for future policy benefits. As

lt P d ti l' t l f t fi i l diti f d lt diffa result, Prudential's actual future financial condition, performance and results may differ
materially from the plans, goals, and expectations set forth in Prudential's forward-looking
statements. Prudential undertakes no obligation to update the forward-looking statements
contained in this statement or any other forward-looking statements it may make.

2



Prudential plc 2008 Full Year Results
Agenda

Introduction Mark Tucker

Financial Review Tidjane Thiam

Business Review & Outlook Mark Tucker

Q tiQuestions
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2008 Financial Headlines

Embedded Value
• Group new business profit up 8% to £1.3 billion

• EEV operating profit up 17% to £3.0 billionp g p p

• Embedded value shareholders’ funds £15.0 billion (2007: £14.6 billion)

• Net Asset Value per share £5.99 (2007: £5.91)

• Group Return on Embedded Value 15 0% (2007: 15 4%)Group Return on Embedded Value 15.0% (2007: 15.4%)

IFRS
• IFRS operating profit up 12% to £1.3 billion

• IFRS shareholders’ funds £5 1 billion (2007: £6 1 billion)• IFRS shareholders  funds £5.1 billion (2007: £6.1 billion)

• Net Asset Value per share £2.03 (2007: £2.45)

Capital and Cash
IGD l £1 7b £2 5b t l ti f T i t f• IGD surplus £1.7bn; £2.5bn post completion of Taiwan transfer

• Operating cash positive in 2008

• Full year dividend up 5% to 18.9 pence; cover 2.2 times

4



Prudent, pro-active and effective management of capital and risk

• Early withdrawal from high capital strain uneconomic UK product lines

• Established £1.4bn of credit reserves in UK annuity y
shareholder business

• Maintained pricing discipline in US VA market

• Long-established and comprehensive US hedging for guarantee risk

Operating
Discipline

g p g g g

Capital
Management

• Decision not to proceed with reattribution of PAC inherited estate

• Negotiated partial inclusion of shareholders interest in PAC with-
profits fund for IGD

Management
• Release of capital by exiting Taiwan agency operations 

• Reduced equity sensitivity in Asia

5
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Summary

• Strong operating performanceStrong operating performance

• Prudent but proactive approach to capital and risk management
–Resilient solvency position enabled by proactive capital managementResilient solvency position enabled by proactive capital management
–Prudent management of the credit portfolio
–Decisive action taken when necessary

• Preserving Capital and Cash as a primary focus in 2009

7



• Performance on key financial metrics

– EEV
– IFRS
– Cash and Free Surplus

Management of risk & capital• Management of risk & capital 
– Solvency capital position
– Profile of Asset portfolio

8



Group KPIs – Overview 
Focus on EEV, IFRS and Cash

Cash &         
Free surplusIFRS EEVOverview

EEV Operating Profit - at AER, £m

+17%

2,961

IFRS Operating Profit - at AER, £m

+17%
+12%

2,530
1,201

1,347

2007 2008 2007 2008

Holding Company Cash Flow - at AER, £m

54

(82)*

9

2007 2008

* Excludes Egg proceeds of £527m



EEV Operating Profit - Group
In-Force profit up 23%

Cash &         
Free surplusIFRS EEVOverview

1,625

EEV In-Force Profit – at AER, £m

+23%
153

1,319+13%

1,166 11850
97

93
38

118

1,236
1,1721,035

2006 2007 2008

Unwind Changes in Operating Assumptions OtherPortfolio Rebalancing
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EEV New Business Profit - Group
Targeted investment continues to grow NBP

Cash &         
Free surplusIFRS  EEVOverview

EEV New Business Profit – at AER, £m

1 307
NBP

Margin*
NBP 

Growth rate

1,205
1,307 Margin  

29%

+8%

UKIO 277
273

Growth rate

(1)%

41%
Jackson 285

293 +3%

54%
Asia Life 643

741 +15%

43%

2007 2008

NBP Margin*
G 42%

11

43%Group 42%

* Based on APE



EEV Shareholders’ Funds 
An increase by 2% despite difficult market conditions

Cash &         
Free surplusIFRSEEVOverview

Analysis of Movement in EEV shareholders’ funds – at AER, £m

+2%
EEV Per Share = £5.99EEV Per Share = £5.91

(5,127)2,961
Asia 

(1,063)

2 010 14 956
US 

(1,344)
14,600

2,010

720

14,956

(581)
UK 

(2,407)
656(283)

Other (313)

Opening 
Shareholders 

Funds

Closing 
Shareholders 

Funds

Operating 
Profit

Short term 
fluctuations

Dividends 
Net of Scrip

Foreign 
Exchange

Tax and 
Other*

Economic 
assumption 

changes

Mark to 
market 

movements 

12
* Includes £771m in Tax 

g
on core 

borrowings



• Performance on key financial metrics

– EEV
– IFRS
– Cash and Free Surplus

Management of risk & capital• Management of risk & capital 
– Solvency capital position
– Profile of Asset portfolio
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IFRS Operating profit - Group
Consistent earnings growth driven by Asia

Cash &         
Free surplusIFRS       EEVOverview

Analysis of movements in IFRS Operating Profit – at AER, £m

+12%

1 201

132 (38)
21

(20) 1,34732 19

1,201

2007 2008OtherM&G Asia 
Asset

UKIO JNLAsia
Life

14

Asset 
Mgt

Life



IFRS Operating Profit – Asia Life
70 per cent increase in operating profit

Cash &         
Free surplusIFRS       EEVOverview

IFRS Operating Profit – at AER*, £m

+70%

66

49
17 321

189

+132

2007 pre tax 
operating profit

DAC and other 
reserving

Underlying
growth

in earnings

Foreign 
exchange and 

Other**

2008 pre tax 
operating profit

15
* All movements are calculated on CER and the currency movement is shown separately at £38m 
** Foreign Exchange £21m and Other £(4)m 



IFRS Operating Profit – Sources for Asia Life
Insurance margin, a key source of profit in Asia

Cash &         
Free surplusIFRS       EEVOverview

350
Growth rate

IFRS Operating Profit* – at AER, £m

265

+6%

+39%

+32%

Spread Income

11%

14%

15%

+36%

Spread Income

Fee Income

14%

74%

14%

+36%
Insurance Income 72%

74%

2007 2008

16
* Does not include With-profits business (2007: £26m, 2008: £30m) and net unallocated costs (2007: -£102m, 2008: -£59m) 



IFRS Operating Profit – Jackson Life
Resilient operating earnings

Cash &         
Free surplusIFRS       EEVOverview

IFRS Operating Profit – at AER*, £m

-9%

34 547 (141)

444 (26)

57

38

406

2008 
pre tax 

operating 
fit

OtherForeign 
Exchange

Hedging 
gains

DAC2007
pre tax 

operating 
fit

2008 
pre DAC & 

tax 
ti

Investment 
Spread

17

profitprofit operating 
profit

* All movements are calculated on CER and the currency movement is shown separately at £38m 



IFRS Operating Profit – UKIO
Sustained profits

Cash &         
Free surplusIFRS       EEVOverview

+12%

IFRS Operating Profit – at AER, £m

40
(413)44

390
40

( )

528
589

Net impact of 
Portfolio 

rebalancing

2007 pre tax 
IFRS operating 

profit

2008 pre tax 
IFRS operating 

profit

GI 
Commission

Net impact from 
Credit Reserving

Other

18



IFRS Shareholders’ Funds
Impact from the adverse environment mitigated by a resilient operating performance

Cash &         
Free surplusIFRS       EEVOverview

Analysis of Movement in IFRS shareholders’ funds – at AER, £m

-17%
1,347 (1,783)

Per Share = £2.45 Per Share = £2.03

6,062
(1,071)

631
155 5,058

(570)*

(283)
631

,

JNL default, loss 
on sales ofon sales of 

impaired bonds 
and writedowns

Opening 
Shareholders 

Funds

Closing 
Shareholders 

Funds

Operating 
Profit

Short term 
fluctuations

Unrealised 
losses**

Dividends 
Net of Scrip

Foreign 
Exchange

Tax & 
Other

19

Funds Funds

* Net of risk margin reserve (RMR) of £54m (Net of DAC and tax)
** On JNL Debt securities – Net of DAC and Tax



• Performance on key financial metrics

– EEV
– IFRS
– Cash and Free Surplus

Management of risk & capital• Management of risk & capital 
– Solvency capital position
– Profile of Asset portfolio
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Holding Company Cash Flows
Increased cash generation

Cash &         
Free surplusIFRS       EEVOverview

2005 2006 2007 2008

Holding company cash flow – at AER, £m

(518)

596

711

1,033

(319)

(294)

(518)

417*

277

417
515

(418)
(461)

54

(1)
(381) (104) (499) (82)**

54

Gross cash remitted by BUs

Capital injections into BUs

Tax, Corporate activities, Dividends and Interest Paid

Operating cash flow

(397) (398)

21

Net cash remitted by BUs

* Excluding the £100m special dividend to PAC shareholders fund occurring because of earlier business disposals
** Excluding Egg proceeds of £527m



Free Surplus – Overview
Free Surplus, a key area of management focus

Cash &         
Free surplusIFRS       EEVOverview

Investment
in New Business

Free Surplus uses

Free Surplus
at the start 
of the year

+

in New Business
(NB Commissions and Capital 

required to support NB)

Net Cash from

Stock of
Free Surplus 
available for 

uses in

+

=
Free

Surplus
at the end

Expected 
profits from
In-Force &
Asset Mgt

Businesses to Group
(Remittances – Capital 

injections)

=
uses in 
the year

+

Reserve 
strengthening

& Other

of the yearAsset Mgt

Capital
Released

+

Op. Variances 
& Changes in 
Assumptions

Market-related
Movements

22



Free Surplus – Life & Asset Management (AM) 
Cash &         

Free surplusIFRS       EEVOverview

Evolution of Free surplus FY2007 to FY2008 – at AER, £m 

-983
1,680 3,595 (1,068)

2,527 (825)

1,915
(770)

442 (515)

932
859

Free 
Surplus* 
at Dec ‘07

Underlying 
Free

Surplus 

Free 
Surplus 
before 

Market 
related 
Items

Free 
Surplus 
available

Investment 
in New 

Business

Credit 
reserve 

UK

Free Surplus 
before Other 
items & Cash 

Forex &
Other 
items

Net cash 
Remitted
to Group

Free 
Surplus* 

at Dec 2008

23
* For AM free surplus equates to the IFRS operating profit and net assets excluding goodwill

p
generated 2008 uses for use remitted to

Group

p



Free Surplus Generation - Life and AM 
Cash &         

Free surplusIFRS       EEVOverview

2006

Annual generation of free surplus – at AER, £m 
2005 2007 2008

1,744 1,680(64) (825)

992
1,182

1,299

1,038
1,153

1,388

655

98546
(29)

89

(562)
(554)

(544)

56

141
(1,068)

287

655
(189)

56

Expected Inforce and AM contribution Non operating variances

Changes of underlying operating 
assumptions and experience variances

Underlying free surplus generated

I i b i

Provisions for credit risk

Variation in Free surplus before Net cash remitted to 
Group and Forex & Other items

(770) (983)

24

Investment in new business



Free Surplus – Expected generation from Life 
Cash &         

Free surplusIFRS       EEVOverview

Expected contribution of In-Force & Release of required capital to Free Surplus* - £m

c. 45% of VIF and required 
it l t d t f

1 500

capital converted to free 
surplus over next 5 years

2,000

1,500

1,000

500

Year 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 1918 20 21 and 
beyond

25

beyond

* Discounted cashflows excluding the inherited estate



Free Surplus – Summary
Cash &         

Free surplusIFRS       EEVOverview

• Generated £1.7bn of free surplus from in-force in 2008

• £825m invested in new business increasing VIF with a fast payback of
4 to 6* years

• Paid to group net cash of £515m for dividend, interest payment and corporate 
activities

• c 45% of the VIF and required capital to convert to free surplus over the next• c.45% of the VIF and required capital to convert to free surplus over the next 
5 years

• Free surplus for Life and Asset management as at 30th December 2008 
including Taiwan £859m and £1.8bn excluding Taiwan

26
* Undiscounted cashflows



• Performance on key financial metrics
– EEVEEV
– IFRS
– Cash and Free Surplus

• Management of risk & capital 

– Solvency capital position
– Profile of Asset portfoliop

27



Strong Capital base
IGD Capital – Current Position

Asset 
portfolioSolvency Capital

IGD Capital Position – £bn, pre-dividend

240%191% 162%

• As a result of management actions 
capital position is strong and resilient.

• Sensitivity** of IGD surplus at FY08:
1.9

1.7
2.5 y p

40% equity fall £(350)m

150bps fall 
in interest £(300)m

4.1

2.2

4.4

2.7

4.3

1.8 in interest 
rates

£(300)m

10x expected 
Credit defaults £(500)m Estimated FY08 *FY07

Adjusted FY08 
(after 

Taiwan sale) *

Available 
IGD capital

Solvency ratio 
(Available / Required IGD Capital)

Required 
IGD capital

Surplus 
IGD capital

28
* Before final dividend. Includes benefit of £0.3bn shareholder interest in PAC With-profits fund
** Before sale of Taiwan business



IGD Capital – Movement over 2008
Asset 
portfolioSolvency Capital

Movement in IGD Capital Position: FY07 to FY08 – £bn

0.6 (0.4)

0.8 (0.3)
(0.8) 0.8 2.5

0.2

1.9
(0.6)

0.3

1.7

1.4

FY07 UKIO
credit

Estimated 
FY08*

Taiwan 
transfer

FX 
impact

Adjusted 
FY08

US
credit

Market 
risk 

related

Net 
earnings

Mana-
gement 
Actions

Dividend 
(net of 
scrip)

29
* Including Shareholder Interest in Future Transfers from PAC With-Profit funds for £0.3bn

relatedActionsscrip)



IGD Capital – Examples of Available Levers 
Various levers are available to manage capital

Asset 
portfolioSolvency Capital

• Earnings

Available 
capital

• Residual shareholder economic interest 
in PAC With-profits fund (£1.4bn)

• Access to future profits on other in-
force business, e.g. via financial 
reinsurancereinsurance

• Managing growth rate and business mix

Required 
capital

Managing growth rate and business mix

• Disciplined approach to new business 
pricing

• Level of prudence in assumptions

• Risk mitigation:capital • Risk mitigation:
– Asset liability management
– Hedging
– Reinsurance

30



• Performance on key financial metrics
– EEVEEV
– IFRS
– Cash and Free Surplus

• Management of risk & capital 

– Solvency capital position
– Profile of Asset portfoliop

31



Invested assets – Group Overview
Shareholder assets 31% of total group assets

Asset 
portfolioSolvency Capital

Breakdown of Invested Assets – FY2008, at AER, £bn

Total Group PAR Funds
Policy 

holders Shareholder
s

Debt securities

Equity

95.2

62.1

43.0

31.8

6.3

29.2 1.1

45.9

5.3*

Property Investments 

Commercial mortgage loans

12.0

5.5

9.9

0.2

0.7

0.0

1.4

Other loans

Deposits

5.0

7.3

2.0

4.8

0.1

0.9

2.9

1.6

Other Investments

Total

6.3

193.4

3.8

95.5

0.2

37.4

2.3

60.5

32
* Out of which the US portfolio is £4.5 bn



US Commercial Mortgage Loan Portfolio
Asset 
portfolioSolvency Capital

Breakdown by Property type – FY2008, %

Other –

9 9% I d t i l

Hotels

Other 
1.8%

• High level of diversification
– Average loan size of £7.5m 
– Spread across property type

17.0%

9.9%

29.5%

Total

Industrial

Retail

– Geographic diversification

• Strong underwriting discipline
– Estimated average LTV of 73%

21.2%20.6%

£4.5bn

Office

Estimated average LTV of 73%
– No foreclosure or restructuring in 2008
– Only 2 defaults with a loss since May 1995

Multi-
Family

Office

33



Exposure to the Banking sector
Limited exposure to Tier 1 Hybrid

Asset 
portfolioSolvency Capital

Breakdown of the Debt Exposure to Tier 1 Hybrid debt of banks – £mBreakdown of the Debt 
Securities Portfolio – %

UK US Other Total

366 200 258 824

Less
than 2%

of the Debt 
Securities 

tf li

Total

£45 9bn

12.9%

portfolio

Banks

Key Tier 1 exposures to UK Banks – £m
£45.9bn

Lloyds
Group Barclays RBS HSBC

91 64 5 50 156 366

TotalOther

160

34



Group Debt Securities Portfolio
Analysis by business unit

Asset 
portfolioSolvency Capital

A i

Shareholder Exposure – FY08, £bn

Asset 
Management

14

Asia

UK

17

Total

£45.9bn

24

Jackson

35



UK Asset Quality – Credit Reserve
Enough to withstand significant default and downgrade risk

Asset 
portfolioSolvency Capital

UK Shareholder Debt Securities 
Portfolio by rating* – FY2008, %

BB or below – 1%

Strength of the £1.4bn Credit reserve

• Equal to 10% of the credit related assets 
backing shareholders’ annuity business

13%

BBB

BB or below 1%

AAA

• Covers a repeat of the Great Depression 
defaults (78bps) occurring each year over the 
outstanding lifetime of the portfolio

39%
Total

£17bn
• Equivalent to 

– Defaults of 185bps per annum for three 
years (more than 12 times long-term 
expected default levels)
Follo ed b defa lts of 45bps per ann m14%

33%
£17bn

A

– Followed by defaults of 45bps per annum

AA

86% A b

36

86% A or above

* Ratings from different agencies aggregated for presentational purpose



US Asset Quality
Asset 
portfolioSolvency Capital

US Shareholder Debt 
Securities Portfolio –
Market value, £bn

24

Breakdown of Unrealised losses – FY2008, £bn

0.2

4

2

2Other 

CMBS

24
0.4

0.4

3.2
0.4HY
2.2

4

1

RMBS

HY
1.8

Corporate

IG

RMBS CMBS Other Total

15IG
Corporate 
Bonds

Corporate
Bonds

RMBS CMBS Other Total

Actual losses booked in IFRS profit – FY2008, £m

Loss on Sale of

FY 2008

Defaults
Loss on Sale of 

impaired / 
deteriorating bonds

Write-downs

£78m £127m £419m

37



US Asset Quality – Corporate Debt Portfolio (1/3)
Asset 
portfolioSolvency Capital

US Shareholder Debt 
Securities Portfolio –
Market value, £bn Corporate Bond Portfolio by rating – %

Other 

CMBS

24

AAA and
AA

7%8%

BB and 
below

2

2

RMBS 7%

34%

8%

Total

£16 5b
A

HY 41%
A or

above

4

1

51%BBB

£16.5bn

IG

Cor-
porate 
Bonds 15

92% Investment Grade, 8% High Yield

FY 2008

38



US Asset Quality – Corporate Debt Portfolio (2/3)
Asset 
portfolioSolvency Capital

US Shareholder Debt 
Securities Portfolio –
Market value, £bn Investment Grade Corporate Bond Portfolio by sector – %

Other 

CMBS 10%
4%

13%

Banking

Telecom

Utility
Basic 
Industry

Brokerage

24

2

2

RMBS

3%

6%

6% 2%
5%

4%

11%

2%

Capital 
Goods

Consumer 
Cyclical

C NReal Estate

Services 
Cyclical

Technology & 
Electronics

• Portfolio spread 
over 489 issuers, 
with an average 
holding of £31m

Total

£15.1bn

HY

4

1

Cor-
porate 
Bonds

13%
8%

5%

2%

11%

6%

Consumer Non-
Cyclical

Insurance

Media

Real Estate

Services 
Non-

Cyclical
IG 15

FY 2008

EnergyFinance & 
Investment

Government        
< 1%
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US Asset Quality – Corporate Debt Portfolio (3/3)
Asset 
portfolioSolvency Capital

US Shareholder Debt 
Securities Portfolio –
Market value, £bn Investment Grade Corporate Bond Portfolio by sector – %

Other 

CMBS
10% 8%

Basic 
Industry

Capital 
GoodsTelecom

Utility

Banking 
< 1%

24

2

2

RMBS

HY 6%

10%

7%

10%

5%

6%
8%

Consumer 
Cyclical

Consumer 
Non-Cyclical

Technology & 
Electronics

Total

£1 4b

• Portfolio spread 
across 181 issuers, 
with an average 
holding of £8m

4

1

Cor-
porate 
Bonds IG

10%

9%

17% 4%

8%
Energy

Finance & 
Investment

Services 
Non-

Cyclical

£1.4bn holding of £8m

15

FY 2008

1%
Investment 

<1%Insurance

MediaReal Estate

Services 
Cyclical

40



US Asset Quality – CMBS Portfolio
Asset 
portfolioSolvency Capital

US Shareholder Debt 
Securities Portfolio –
Market value, £bn CMBS portfolio by rating– %

Other 

CMBS
BBB – 1.7% & 
Other – 0.5%

A • Average credit enhancement 
of the portfolio is 30%

24

2

2

RMBS

HY
9%

4%AA

Total

of the portfolio is 30%

• 96% of post-2005 bonds 
rated AAA

4

1

Cor-
porate 
Bonds IG

85%

£1.8bn
• 81% of the total AAA bonds 

are in Senior AAA tranche

15

FY 2008

AAA

41



US Asset Quality – RMBS Portfolio
Asset 
portfolioSolvency Capital

US Shareholder Debt 
Securities Portfolio –
Market value, £bn

Breakdown of the RMBS portfolio – £m

Other 

CMBS 2,411 Prime
Alt-A

Value FV
Price

216

74

69.0

34.7

24

2

2

RMBS

HY

4,508
291

1,071

735 445

4

1

Cor-
porate 
Bonds IG

735
290

Total
Portfolio

Agency
Guaran-

teed

Pre-
2006/07

2006/07 
vintage

2006/07 
Senior

2006/07 
Non-

Senior

Sub-
prime

Non-Agency 

15

FY 2008

Fair
Value 
(FV)
Price

88.14 102.21 82.81 87.44 68.29 55.02

g y
RMBS

42



IGD Capital – Current Position
Credit as our key exposure

Asset 
portfolioSolvency Capital

IGD Capital Position – £bn, pre-dividend

240%191% 162%

• As a result of management actions 
capital position is strong and resilient.

• Sensitivity** of IGD surplus at FY08:
1.9

1.7
2.5 y p

40% equity fall £(350)m

150bps fall 
in interest £(300)m

4.1

2.2

4.4

2.7

4.3

1.8 in interest 
rates

£(300)m

10x expected 
Credit defaults £(500)m Estimated FY08 *FY07

Adjusted FY08 
(after 

Taiwan sale) *

Available 
IGD capital

Solvency ratio 
(Available / Required IGD Capital)

Required 
IGD capital

Surplus 
IGD capital

43
* Before final dividend. Includes benefit of £0.3bn shareholder interest in PAC With-profits fund
** Before sale of Taiwan business



Summary

• Strong operating performanceStrong operating performance

• Prudent but proactive approach to capital and risk management
–Resilient solvency position enabled by proactive capital managementResilient solvency position enabled by proactive capital management
–Prudent management of the credit portfolio
–Decisive action taken when necessary

• Preserving Capital and Cash as a primary focus in 2009
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Business Review
Delivery of strategy - sustained financial performance

EEV Operating Profit – in £m IFRS Operating Profit – in £m

16003500

1200

1400

2500

3000 £3.0bn £1,347m

+25% 
CAGR

+21% 
CAGR

600

800

1000

1500

2000

£1.2bn
£638m

200

400

600

500

1000

£1.2bn

0
2004 2005 2006 2007 2008

0
2004 2005 2006 2007 2008

Asia Life Jackson UKIO Asset Management

46
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Business Review
Diversified business model – Earnings

Sources of Profit – IFRS Operating profit 2008*

15%
8%With-

Profits

Other
Insurance

income

15%

17%

30%

30% Asset
Management 

Fees
Spread

47

* Life (excluding net unallocated expenses, US DAC amortisation and Group expenses) and Asset Management



Business Review
Diversified business model – Product

UK defensive portfolio
% of APE

Jackson strength across annuities
% of APE

Asia resilient regular premiums; 
growth in protection and health

% of APE

80%

90%

100%

80%

90%

100%

80%

90%

100%

Wholesale

Other

Institutional

Fixed Index 
Annuities

Other

With-
Profits

40%

50%

60%

70%

40%

50%

60%

70%

40%

50%

60%

70%
Retail

Corporate 
Pensions

Annuities

Variable 
Annuities

Unit-Linked

0%

10%

20%

30%

0%

10%

20%

30%

0%

10%

20%

30% Individual 
Annuities

Bonds

Fixed 
Annuities

Protection 
& Health

0%
2007 2008

0%
2007 2008

0%
2007 2008

With-Profits 
37% of retail sales

Regular premiums 10%
Single premiums 19%

Record sales in 
2008

48

Single premiums 19% 2008



Business Review
Diversified business model – Distribution

UK
% of APE

Jackson
% of APE

Asia Life
% of APE

Direct/Tele 
Marketing Institutional

Other

Direct
EBC

Bank

Tied 
Agency

Bancassurance Partnerships

Intermediated

Wholesale

B2B

Independent
Broker Dealers

Regional 
Broker Dealers

Largest agency 
force and unique 

distribution balance 

Market leading 
wholesalers

Diverse distribution 
with limited 

commission exposure
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Business Review
M&G a clear differentiator

Retail
• 25% of funds top-decile over 3 years

M&G External Funds Under 
Management (FUM) – in £bn

3.4

7 6

• 35% of funds top-quartile over 3 years
• 62% increase in UK net inflows compared to a 

57% fall across the UK industry (Source: IMA)
• Decline in FUM of 12% v average 23% across 

7.6 the industry
• Ranked third for UK net inflows in 2008 and first 

in the fourth quarter (Source IMA)

51.2

47.0
Institutional
• £1.3bn of net inflows compared with outflows of 

£6.3bn across the UK industry (Source: Lipper)
70% f i tit ti l fi d i d t t• 70% of institutional fixed income mandates met 
or exceeded benchmark over 3 years

FUM 
at end-

07

Net
Flows

Market
Move-
ments

FUM 
at end-

08

50



Business Review
Life operations performance in 2008

Country Market Share Rank Market Share 2007 2008

Asia: Outgrowing 
the region by 2.5 times1

Jackson: Strong profitable 
positions in VAs and FAs

Country Market Share Rank

Indonesia 1st

Singapore 1st

Vietnam 1st

Market Share 2007 2008

Variable annuities 5.1% 4.3%

Fixed annuities 2.5% 3.9%

Fixed Indexed annuities 3 5% 3 5%Vietnam - 1st

Malaysia n/a

China2 2nd

I di 2nd

Fixed Indexed annuities 3.5% 3.5%

UKIO: Profitable share 
India 2nd

Hong Kong 2nd

Philippines 4th Prudentia
l +10%

gains in UK Retail

Taiwan 8th

Thailand - 10th

Korea 14th

Growth

(10%)Market
Growth

1. Weighted by country mix ex Japan; 2. China - international companies only51



Business Review
Consistent strategy and rigorous operating principles

Focus on the retirement opportunity

– Largest profit pool in retail financial servicesLargest profit pool in retail financial services

Attractive geographic spread

Profitable product lines

Options in terms of capital allocation

Value driven approach to delivering growthpp g g

Financial conservatism

52



Summary and Outlook

• Consistent and compelling strategy

• Well diversified and resilient business model

• Focussed management team

• Balancing new business with cash generation and capital in 2009

53
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APPENDIX
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Appendix 1: New business profitability – Asia Life

NBP Margin* per country % Evolution of NBP Margin* %NBP Margin* per country - %

20082007

Hong Kong 73% 79%

Evolution of NBP Margin* - %

2007 50.0%
Hong Kong 73% 79%

Indonesia 55% 58%

Taiwan 58% 59%
Effect of currency 
movements & 
market mix

0.3%

China 50% 52%

Indonesia 55% 58%

Korea 37% 34% 2008 before 

Effect of margin 
movement in 
countries

2.0%

52 3%

India 12% 19%

Korea 37% 34%

Others** 61% 72%

assumption changes

Assumption 
changes

52.3%

2.1%
Others 61% 72%

Total Asia Life 50% 54% 2008 54.4%

56

* Based on APE    
** Japan, Malaysia, Philippines, Singapore, Thailand and Vietnam



Appendix 2: Sources of IFRS Operating Profit – Group

IFRS O ti P fit* t AER £

2,207
2,476 Growth rate

+12%

IFRS Operating Profit* – at AER, £m

8%2,207

+1%

30%

17%

8%

19%

-7%30%
36%

30%32%

7%

+7%

2007 2008

+15%14% 15%

Other – (1)%

With-profitsSpread Income

Insurance Income OtherFee Income

57

* Does not include Net unallocated costs (2007: -£426m, 2008: -£365m), JNL DAC (2007: -£286m, 2008: -£450m) and Group expenses 
(2007: -£294m, 2008: -£314m) 



Appendix 2: Sources of IFRS Operating Profit – Jackson

IFRS O ti P fit* t AER £

916**

1,048
+14%

8%

IFRS Operating Profit* – at AER, £m

Growth rate

916**

52%

8%

58%
+3%52%

28%

58%

+10%

2007 2008

0%13%

28%

12%

+10%29%

2007 2008

With-profitsSpread Income

Insurance Income OtherFee Income

58

* Does not include Net unallocated costs and DAC (2007: -£472m; 2008: -£642m)
** Includes -£5m of Other (not shown on the graph given less than 1%)



Appendix 2: Sources of IFRS Operating Profit – UKIO

IFRS O ti P fit* t AER £

666
703

IFRS Operating Profit* – at AER, £m

Growth rate

+6%666
17%

59%

56% 0%

2007 2008

-5%9%

20%

8%

-35%

1%

(2)%

33%

(1)%2007 2008(2)% (1)%

With-profitsSpread Income

Insurance Income Other**Fee Income

59

* Does not include Net unallocated costs (2007: -£138m, 2008: -£114m)
** Includes GI Commission



Appendix 3: IFRS Operating Profit – Asia Life

20082007

Breakdown of Asia Life IFRS operating profit – at AER, £m 

325 421In-force

136 100New 
business

189 321Total
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Appendix 4: Impact of Taiwan transfer to China Life (Taiwan)

• Transfer of assets and liabilities of agency

Summary of the transaction Pro-forma impact on 2008 Group results

• NBP down £105m
• Operating profit down £90mTransfer of assets and liabilities of agency 

distribution business to China Life (Taiwan)

• 94% of in-force liabilities transferred, 
i l di ti d d t

EEV • Operating profit down £90m
• Profit Before tax up £240m
• EEV Shareholder funds up £160m

including negative spread products

• Growing Bancassurance and Direct 
Marketing capabilities retained

IFRS

• Operating Profit down £55m
• Profit before tax up £10m 
• Shareholder funds down £520m

g p

• £45m invested for c. 10% stake in China 
Life (Taiwan), the fourth largest life 
company in Taiwan

• £0.8 billion increase in IGD 
lC hcompany in Taiwan surplus

• £0.9 billion increase in Free 
Surplus

Cash,
Capital

61



Appendix 5: Growth in IFRS and EEV Operating Profits in Asia 

Operating profits* – at AER, £m

1,309

821

1,042

556

195 189 189
321

2005 2006 2007 2008

62

* Long-term business, before development costs
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