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Prudential plc Annual Report 2012

Delivering long-term value

[Graphic Appears Here]
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Prudential at a glance

Providing fi nancial security for our customers

[Graphic Appears Here]

Prudential plc is an international fi nancial services group with signifi cant operations in Asia, the US and the UK. We serve around 24 million insurance
customers and have Ł405 billion of assets under management. We are listed on stock exchanges in London, Hong Kong, Singapore and New York.

The Group is structured around four main business units: Prudential Corporation Asia, Jackson National Life Insurance Company, Prudential UK and M&G.

Prudential uses long-term thinking to create long-term value. Through our strong fi nancial performance and international strategy, we create fi nancial benefi ts
for our shareholders and investors and deliver economic and social benefi ts for the communities in which we operate.

Life assurance % of Group

APE new business premiums

[Graphic Appears Here]

Notes

1 Including Cambodia where operations were launched in 2013.

2 Source: survey conducted by Asia Asset Management Magazine as at 30 June 2012 (based on assets sourced from Asia ex-Japan).

3 Operating profit from long-term operations excluding Eastspring Investments, development costs and Asia regional head office costs.

4 In terms of new business APE.

5 Based on operating profit before other income and expenditure.

6 EEV long-term business.

[Graphic Appears Here]

Prudential Corporation Asia

Prudential is a leading international life insurer in Asia with operations in 13 markets1. We have built a high-performing platform with eff ective, multi-channel
distribution, a product portfolio centred on regular savings and protection, award-winning customer services and a well respected brand. Prudential�s Asia-based
asset management division, Eastspring Investments, is one of the region�s leading fund managers and the largest retail asset manager2.

Asia life insurance business operating profi t3 up 30 per cent to Ł920 million High-performing multi-channel distribution with increasing agent activity and
productivity and strongly growing sales through an extensive range of bank partners Well balanced life insurance product portfolio emphasising regular premium
savings and protection that off ers good returns for customers and shareholders More top three market positions4 than any other life insurer in the region and the
region�s largest retail asset manager

More about our Asia business:

Asia page 20 www.prudentialcorporation-asia.com

32%

IFRS % of Group operating profi ts5

44%
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EEV6 % of Group operating profi ts

[Graphic Appears Here]
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Jackson

Jackson is one of the largest life insurance companies in the US, providing retirement savings and income solutions to approximately 4 million customers. Jackson
is also one of the top two providers of variable annuities in the US. Founded 50 years ago, Jackson has a long and successful record of providing advisers with the
products, tools and support to design eff ective retirement solutions for their clients.

New business profi t of Ł873 million Top two provider of variable annuities in US

Rated as a �World Class� service provider for seven successive years by Service Quality Measurement Group �Highest Customer Satisfaction by Industry� award from
Service Quality Measurement Group

More about our US business:

United States page 26 www.jackson.com

[Graphic Appears Here]

Prudential UK

Prudential UK is a leading life and pensions provider to approximately 7 million customers in the United Kingdom.

Our expertise in areas such as longevity, risk management and multi-asset investment, together with our fi nancial strength and highly respected brand, means that
the business is strongly positioned to continue pursuing a value-driven strategy built around our core strengths in with-profi ts and annuities.

Total IFRS operating profi t of Ł736 million Strength and investment performance of With-Profi ts Fund allowed Prudential to deliver strong annualised returns for
policyholders Two �Five Star� ratings for excellent service in the Investment and Life and Pensions categories at the Financial Adviser Service Awards 2012

More about our UK business:

United Kingdom page 32 www.pru.co.uk

[Graphic Appears Here]

M&G

M&G is Prudential�s UK and European fund management business with total assets under management of Ł228 billion.

M&G has been investing money for individual and institutional clients for over 80 years. Today it is one of Europe�s largest active investment managers.

Record operating profi t up 6 per cent to Ł320 million Record net infl ows of Ł16.9 billion M&G�s retail business has been awarded the prestigious Outstanding
Investment House of the Year 2012 Award for the third year running at the OBSR Awards M&G�s institutional business was recognised for its strength and
expertise at the UK Pensions Awards, where it was named Fixed Income Manager of the Year 2012 Ł228 billion assets under management

More about M&G:

Asset management page 38 www.mandg.co.uk

32% 24% 12%

IFRS % of Group operating profits5 IFRS % of Group operating profits5 IFRS % of Group operating profits5

36% 20%

EEV6 % of Group operating profits EEV6 % of Group operating profits
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Highlights

A strong performance in 2012

Key performance indicators

Prudential has produced a strong European Embedded Value

performance in 2012. Globally, we have new business pro_t

around 24 million insurance customers

and have continued to provide each of them Ł2,452m +14%

Ł2,151m

with products and services that they value

highly, delivering on our promise to offer

quality savings and protection products.

The quality of our products, the strength

of our multi-channel distribution platform 2011 2012

and our ability to innovate and develop International Financial Reporting

creative solutions to meet our customers� Standards operating pro

t based

on longer-term investment returns*

needs translate over time into profitable

and sustainable growth. Our focus on Ł2,533m +25%

capital and risk management has allowed Ł2,027m

us to deliver both growth and cash to

shareholders, despite a challenging

macroeconomic environment.

We have increased our dividend by 2011 2012

15.9 per cent to 29.19 pence per share. Business unit net remittances

This is the second time in three years

we have rebased our dividend upwards.
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Our approach to growing the dividend Ł1,200m +9%

Ł1,105m

demonstrates our confidence in our

ability to continue to deliver long-term

value for our shareholders.

2011 2012

European Embedded Value

operating pro_t from long-term business

Ł4,429m +10%

Ł4,043m

2011 2012

29.19p

full-year dividend

+15.9%

increase on 2011

Note

*2011 comparative adjusted for retrospective

The directors� report of Prudential plc for the year ended 31 December 2012 application of the accounting policy change for

is set out on pages 1�110, 366�384 and 386�391 and includes the sections of the deferred acquisition costs as discussed in note A5

Annual Report referred to in these pages. of the IFRS financial statements.
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Chairman�s statement

Value for customers and real returns for shareholders

�Our ability to generate strong fi nancial

performance despite adverse market

conditions and the challenge of historically

low long-term interest rates is testament to

both the success of our strategy and the

eff orts of our management team.�

[Graphic Appears Here]
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Welcome to Prudential�s 2012 Annual Report, the fi rst since I became Chairman in July 2012. I am pleased to report that the Group has delivered another excellent
performance in 2012, providing products and services of real value to our 24 million insurance customers around the world and strong returns to our shareholders.
Our leading presence in the fast-growing economies of Asia drives our long-term profi table growth while our focused businesses in the US and the UK continue
to make solid contributions to the Group�s overall performance.

The global economic outlook remains depressed and, although there were some signs of improvement in 2012, there is a debate about how sustainable the
recovery may be. However, our ability to generate strong fi nancial performance despite adverse market conditions and the challenge of historically low long-term
interest rates is testament to both the success of our strategy and the efforts of our management team led by Group Chief Executive Tidjane Thiam. The Group
remains on track to deliver the 2013 �Growth and Cash� objectives announced in December 2010. We have achieved two major ones regarding Asia � the IFRS
operating pro? t and cash remittance targets � one year ahead of schedule.

As a Board, we must ensure that our results translate into real returns for our shareholders. The continued strength of our operations in Asia, the US and the UK
gives us confi dence that we will continue generating sustainable growth over the long term. So for the second time in three years, we have been able to announce
the rebasing of our full-year dividend upwards by 4 pence. The Board has therefore recommended a fi nal dividend of 20.79 pence per share, which brings the total
dividend for the year to 29.19 pence per share, 4 pence or 15.9 per cent higher than the 2011 total dividend.

There have been some changes to the Board during the year. When I succeeded Harvey McGrath as Chairman in the middle of last year, I refl ected that his tenure
encompassed some of the most diffi cult economic conditions a business like ours could face. On behalf of the Board and the entire Company, I would like to
thank him for his stewardship of Prudential during those diffi cult times.

A key part of my role is to ensure appropriate governance around the execution of the Group�s strategy, and to engage with shareholders and other stakeholders on
this matter. As Chairman, I need to make sure the Board is equipped with the right people to help me perform this role. We need directors with the appropriate
skill sets to bring different perspectives to bear, as we face the complexities of a rapidly changing world.

In December 2012, we announced that Philip Remnant CBE would become Senior Independent Director from 1 January 2013, replacing myself in that position.
He is currently a senior adviser at Credit Suisse, a Deputy Chairman of the Takeover Panel and a non-executive director of UK Financial Investments Limited. He
has joined the Nomination, Audit and Remuneration Committees. Philip brings a wealth of experience of fi nancial services at the highest level, a deep
understanding of the needs of shareholders and a strong record of public service.

Chairman�s statement Prudential plc Annual Report 2012 03
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In March 2013, we announced that Anthony Nightingale, CMG, would be joining the Board on 1 June 2013 as a non-executive director and member of the
Remuneration Committee. He has spent more than 40 years at Jardine Matheson Group, which is one of Asia�s leading and most diverse business groups, including
six years as Managing Director until he retired from

executive offi ce in March 2012. Anthony is a Hong Kong representative to the APEC Business Advisory Council and is a member of the Commission on
Strategic Development in Hong Kong.

Anthony replaces Keki Dadiseth who announced he would be retiring from the Board on 1 May 2013 after eight years of service. He joined the Board in April
2005 and is a member of the Remuneration Committee. Keki was also a member of the Audit Committee from 2005 to 2007. I would like to thank him for his hard
work and trusted advice during his time at Prudential.

Wherever we operate in the world, we strive to make a strong contribution to the communities we serve, not just through our business activities, but by helping to
address the needs of the disadvantaged in those societies. Each of our businesses has a community investment programme in place which provides support to
charitable organisations, both through long-term funding and the experience and expertise of our employees.

The diversity of our markets means that our programmes vary from region to region, but the shared focus for our community investment is education and life
skills. These activities include fi nancial education, support to improve social mobility and employee volunteering. Last year more than 7,350 employees across
the Group gave up their time to help others in their communities, using their skills and knowledge to benefi t those who most need our help.

Many volunteer as part of the Chairman�s Challenge, our fl agship volunteering programme. The Chairman�s Challenge encourages employees from across the
Group to volunteer on projects initiated by our global charity partners. I am extremely proud that so many colleagues from across our business are so dedicated
and enthusiastic in helping others.

We continue to place great value on the UK, our home market, where we were born 165 years ago. In 2013, we have agreed to be the offi cial title sponsor of
Prudential RideLondon, a two-day cycling festival that will take place on 3 and 4 August 2013, which we hope will help build on the legacy of the 2012 London
Olympics.
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I would like to thank all our employees for contributing to what has been another very strong year. It is their commitment to supporting our customers, along with
executing our successful strategy, which allows us to be confi dent that we can continue to provide shareholders with growing returns in the years to come.

[Graphic Appears Here]

Paul Manduca Chairman
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Group Chief Executive�s report

A strong performance based on consistent strategy

[Graphic Appears Here]

� In 2012, we have delivered a strong performance. Our Group has achieved significant and profitable growth and produced increased levels of cash, which allowed
us to provide our shareholders with a growing dividend.�

Tidjane Thiam

Group Chief Executive

Full-year dividend

+15.9%

29.19p

23.85p 25.19p

18.90p 19.85p

2008 2009 2010 2011 2012

IFRS operating profit based on

longer-term investment returns1

+25%

Ł2,533m

Ł2,027m

Ł1,826m

Ł1,428m

Ł1,248m

2008 2009 2010 2011 2012
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I am pleased to report a strong performance in 2012. Our focus on our customers in each of our geographies, combined with the strength of our distribution,
franchise and brands, has allowed us to continue to provide distinctive value to our customers. Thanks to this, the Group has continued to deliver on the three key
fi nancial metrics we have focused on since 2009: IFRS operating profi t, new business profi t and net cash remittances. In 2012 in Asia, we have achieved two of
the 2013 �Growth and Cash� objectives and have continued to make progress towards achieving the others, despite a global macroeconomic environment which
remains challenging and historically low long-term interest rates.

Our strategy has remained consistent: to accelerate growth in Asia; to build on the strength of our US operations; to focus the UK business and to optimise asset
management. We have remained focused on executing that strategy with discipline and on producing strong results across our geographies.

Asia has delivered excellent results in 2012. Our business, Prudential Corporation Asia, which is already one of the largest in the region, has nevertheless been
able to more than double its IFRS operating profi t in three years to almost Ł1 billion, delivering Ł988 million in 2012. That growth in IFRS operating profi t was not
achieved at the expense of cash generation or by slowing down sales growth. Asia reported record new business profi t in 2012. It also delivered a net cash
remittance of Ł341 million, exceeding its 2013 objective of Ł300 million. For the fi rst time in our history, Asia was the largest contributor of cash to the Group, an
exceptional performance when you consider that in 2009 Asia�s net cash remittance was Ł40 million. This performance was largely driven by the clear progress we
have made in some of our �sweet-spot� markets, particularly Indonesia, Singapore, Malaysia, the Philippines and Thailand.

There was strong growth in the US, with total IFRS operating profi t exceeding Ł1 billion for the fi rst time, demonstrating the strength of Jackson�s operations in a
competitive marketplace. The UK remains focused on with-profi ts products and individual annuities, seeing strong sales of both in a diffi cult market. M&G has
seen record net fl ows at Ł16.9 billion, IFRS operating profi t and funds under management, all driven by its investment performance and customer proposition.

In a turbulent environment, we have continued to take proactive and decisive management action to deliver on our strategy. In our industry, distribution is
absolutely key. Therefore we have continued to strengthen our ability to reach our chosen customers in our chosen markets. For instance, we have strengthened
our distribution in Thailand by establishing an exclusive partnership with Thanachart Bank, a leading bank in this market, and through the acquisition of its life
business,

Note

1 Comparatives adjusted for retrospective application of the accounting policy change for deferred acquisition costs as discussed in note A5 of the IFRS financial
statements.
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Thanachart Life. In the US, we have continued to invest in our distribution as well, strengthening our relationship with our partners. We have, throughout the year,
ensured that we put value ahead of volume, ensuring that we reached our return on capital and payback targets. To mention a few examples, in Malaysia we
refocused the business on higher-value, lower-volume protection business. In Korea and in Taiwan, at times during the year, we refused to write poor-value
business, sacrifi cing some sales growth in the process.

We have maintained our bias in favour of insurance income and fee income, which have grown as a proportion of our profi ts, ahead of spread income. True to that
logic, in the US we acquired Reassure America Life Insurance Company (REALIC), which increased our insurance income. We also continue to drive our product
mix to achieve the optimal balance between growth in sales, profi t growth, cash generation and capital strength. Therefore, we have continued to emphasise and to
grow protection products in Asia, which also provide excellent value to our customers. In the US, we have seen growing demand for Elite Access, a variable
annuity without guarantees, launched in March 2012. Elite Access allows us to meet the needs of a key customer segment and to grow profi tably while staying
within our quantitative risk appetite in the year. We believe Elite Access has excellent prospects in the US market. More generally, we have continually and
proactively re-priced our products and modifi ed their features to ensure they continued to generate adequate returns in the new interest rate environment.

Having looked at the strength and sustainability of the results we have generated, the Board has decided to rebase our dividend upwards for the second time in
three years. This decision refl ects the Board�s confi dence in the Group�s ability to continue to deliver strong, sustainable fi nancial performance.

Group performance

The Group�s strategy is supported by three key Group-wide operating principles.

First, we take a balanced approach to performance management across the key measures of IFRS, EEV and cash, with a particular focus on IFRS and cash. The
Group has reported a strong performance across all

business units on these measures. Our IFRS operating profi t based on longer-term investment returns increased by 25 per cent in 2012 to Ł2,533 million (2011:
Ł2,027 million1) led by Asia and the US. IFRS shareholders� funds increased by 21 per cent to
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Ł10.4 billion, compared to Ł8.6 billion1 as at 31 December 2011.

EEV operating profi t grew by 9 per cent to Ł4,321 million (2011: Ł3,978 million). Net cash remittances to the Group from our businesses increased by 9 per cent to
Ł1,200 million (2011: Ł1,105 million), with Asia now the largest contributor.
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Group Chief Executive�s report continued

Second, we focus on allocating capital to the highest return and shortest payback opportunities across the Group, taking strong action where necessary, such as
deliberately reducing sales in geographies, products or channels where our return and payback criteria are not met. Our insurance businesses in Asia, the US, and
the UK have delivered a 14 per cent increase in new business profi t to Ł2,452 million (2011: Ł2,151 million) with a distinctive 18 per cent increase in Asia. APE
sales for the Group have increased by 14 per cent to Ł4,195 million (2011: Ł3,681 million) in 2012 and included the Group�s best-ever fourth quarter. M&G has
attracted strong net infl ows of Ł16.9 billion (2011: Ł4.4 billion), a record performance led by the return of investors� risk appetite in Continental Europe, where M&G
has built a strong position over the last few years, and market-leading sales in the UK retail market.

Third, we are proactive in managing risk across the cycle. Our balance sheet continues to be defensively positioned and at the end of the period our IGD surplus
was Ł5.1 billion1 (31 December 2011: Ł4.0 billion). Our surplus increased due to strong net capital generation through operating earnings offset, as usual, by external
dividend payments and other costs.

We continue to focus on promoting transparency by providing shareholders with relevant disclosures about our business and how we run it, to ensure that both our
strategy and our operating principles are well understood. In addition to the disclosures that are provided with our quarterly fi nancial results, since 2010 we have
organised an annual seminar to provide investors and analysts with a further opportunity to discuss the business in detail with the Group�s senior management.

We have organised three investor seminars in London (on

1 December 2010), Kuala Lumpur (on 15 November 2011) and New York (on 29 November 2012). These seminars consisted of presentations on different aspects
of our business including: Group strategy; our operating principles; the 2013 �Growth and Cash� objectives; our Asian business, including country-by-country
presentations; and Jackson, with further insights into its hedging strategy, capital position and sensitivity to market shocks. We intend to hold a fourth annual
seminar in the last quarter of 2013 in London.

Notes

1 From March 2013, the basis of calculating Jackson�s contribution to the Group�s IGD surplus will change. Further detail can be found in the �Capital position,
financing and liquidity� section of the Chief Financial Officer�s overview.

2 Comparatives adjusted for retrospective application of the accounting policy change for deferred acquisition costs as discussed in note A5 of the IFRS financial
statements.

3 Total Asia operating profit from long-term business and Eastspring Investments after development costs. 2012 operating profit includes a one-off gain of
Ł51 million arising on sale of the Group�s holding in China Life Insurance Company of Taiwan.

4 Remittances from Asia in 2012 include a non-recurring net remittance of Ł27 million, representing cash from sale of Group�s holding in China Life Insurance
Company in Taiwan offset by repayment of funding contingent on future profits of the Hong Kong life insurance operations.

5 The net remittance objective for Jackson was increased from Ł200 million to Ł260 million to reflect the positive impact of the acquisition of REALIC.

2013 �Growth and Cash� objectives

2012 has made a strong contribution to our progress towards delivering our challenging 2013 �Growth and Cash� objectives that I set out at our 2010 investor
conference. Asia has achieved two of its three 2013 objectives in 2012 and the Group remains on track to meet the remaining objectives.

Turning fi rst to our Asia objectives, I said in 2010 that we would aim to double our 2009 IFRS operating profi t to Ł930 million by 2013 or, in other words, that we
would double our IFRS operating profi t in four years. In 2012, we have achieved IFRS operating profi t of Ł988 million (2011: Ł784 million2). We have, therefore,
more than doubled profi ts in three years, rather than four. Asia has also exceeded its 2013 cash objective, remitting a total of Ł341 million to the Group against a
2013 objective of Ł300 million. Looking at the remaining Asia objective, by the end of 2013 we aim to double 2009 new business profi t to Ł1,426 million and we
remain on target to reach this, with the business producing Ł1,266 million in 2012 (2011: Ł1,076 million). These results were achieved despite an unfavourable and
volatile macroeconomic environment.

Beyond Asia, there has been continued progress towards our other cash objectives. The US remitted Ł249 million in 2012 (2011: Ł322 million including exceptional
release of surplus), on track to meet its 2013 cash objective raised from Ł200 million to Ł260 million earlier this year. The UK made remittances to the Group of
Ł313 million in 2012, on track to meet its 2013 objective of Ł350 million.
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Looking at the cumulative cash target of Ł3.8 billion over the four-year period from 2010 to end-2013, we have so far achieved 85 per cent of the total objective
with one year remaining.

Actual Objective

2012 2013

Łm Łm

Asia profitability

Value of new business 1,266 1,426

IFRS operating profitnote 3 988 930

Business unit net remittance objectives

Asianote 4 341 300

Jackson 249 260note 5

UK 313 350

Cumulative net cash remittances from

2010 onwards 3,240 3,800
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Our operating performance by business unit

Prudential Corporation Asia

Our strategy in Asia is focused on meeting the needs of the emerging middle class in the region for savings and protection. The region�s positive demographics,
strong economic growth, sound public finances and favourable public policy environment with a clear preference for private provision of protection, have all led to
a rapidly expanding middle class, with a strong and growing demand for our savings and protection products.

Geographically, Asia is a vast and diverse region. Our primary area of focus is on what we call our �sweet-spot� � Indonesia, Hong Kong, Singapore, Malaysia, the
Philippines, Thailand and Vietnam. All these markets have attractive long-term characteristics. We are in a strong position to capture profi tably the growing
demand for our products and services in these selected markets. We continuously invest in these markets to grow our distribution and to ensure we are well
positioned in

terms of people, systems and capabilities. We will continue to innovate to meet the evolving needs of our customers and maintain our focus on regular premium
savings and protection products.

Our primary growth metric is new business profit rather than sales. This focus on new business profit has ensured we have delivered healthy and sustainable
quality growth. In 2012, new business profit was up 18 per cent in the region, led by Indonesia, Singapore and Malaysia, up 27 per cent collectively. While
under-penetration of insurance in markets across the region offers significant long-term growth opportunities, we retain our focus on value not volume. New
business profit grew more quickly than sales as we refocused our businesses in Taiwan, Korea and Malaysia, deliberately reducing sales of lower-margin products
to ensure a consistent focus on higher-value lines. We are determined to continue taking management action across the region where and when required, to
maintain our internal rates of return of more than 20 per cent across all businesses, with a payback period in Asia of three years, despite the low interest rate
environment.

Our life business in Asia, with its focus on capital-efficient products and fast payback periods, continues to deliver profitable, cash-generative growth. IFRS
long-term operating profit in Asia increased by 30 per cent in the period to Ł920 million (2011: Ł709 million1) and net cash remittances increased by 66 per cent to
Ł341 million (2011: Ł206 million).

Our multi-channel distribution model is at the heart of our success and we have continued to grow and strengthen our distribution further in 2012. In both the
agency and the bank channels � bancassurance � the returns comfortably cover the cost of capital, so we have a strong appetite for growth in both. These channels
grew their respective contribution to new business profit at similar rates in 2012. Agency is the largest channel and we continue to increase both the scale and,

Notes

1 Comparatives adjusted for retrospective application of the accounting policy change for deferred acquisition costs, as discussed in note A5 of the
IFRS financial statements.

2 Source: US Census Bureau.
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importantly, the quality and productivity of our agency force. In the bank channel, where we are the regional leader, our partnerships with Standard Chartered
Bank (SCB) and United Overseas Bank (UOB) have seen considerable sales growth, up 42 per cent and 65 per cent respectively. Regular premium products make
up the bulk of our new business � in excess of 90 per cent of total APE sales � with higher-margin protection products making up almost one-third of new business
APE.

Our four largest markets � Indonesia, Hong Kong, Singapore and Malaysia � have made the most material contribution to the region�s growth in recent years. In
addition to our well known strength in these four markets, we are building our presence and distribution in other markets that have the potential to become material
drivers of growth over the medium and long term. Two such markets are Thailand and the Philippines, which in aggregate grew new business profit by 93 per cent
in 2012. In Thailand, a market with considerable and attractive growth potential, where we were historically underweight, our recently announced exclusive
long-term bancassurance partnership with Thanachart, and the acquisition of Thanachart Life, fulfils our long-standing ambition to significantly

increase our footprint in that country. In the Philippines, where we are a market leader, our business is now making good progress, delivering strong and profitable
growth. We believe this market has promising prospects due to its large population and the improved quality of its macroeconomic management, with its renewed
emphasis on attracting foreign direct investment as well as the upgrading of the country�s infrastructure. In January 2013, we started life insurance operations in
Cambodia, our 13th market, and entered into a partnership with ACLEDA Bank PLC, the largest retail and commercial bank in the country. This is the fi rst deal
of its kind in Cambodia, where we believe there are significant opportunities for growth as the market develops.
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Overall, our geographic footprint, combined with the exceptional quality of our distribution and of our products, has enabled us to deliver another year of very
strong performance in Asia. Our 13 million insurance customers, whom we serve well and profitably, represent only a small proportion of the long-term potential
of this part of the world for our company.

Jackson National Life Insurance Company (Jackson)

The US is the world�s largest retirement savings market, with large cohorts of the 78 million baby-boomers2 reaching retirement age each year, creating significant
demand for retirement income products. Our strategy in the US is to take advantage of this profitable growth opportunity. We approach this with a long-term
perspective, proactively managing sales through the economic cycle as our experience has shown us how important it is to put value ahead of volume in the
variable annuity market. We take at all times a conservative approach to pricing, even when that means losing market share to other players, while hedging our
financial risks and managing our balance sheet.
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Group Chief Executive�s report continued

In 2012, Jackson delivered IFRS long-term operating profit of Ł964 million, up 48 per cent on the prior year (2011: Ł651 million1). This increase in profits is in part
due to increased fee income from the significant net flows captured in the last few years, and in part due to the non-recurring in 2012 of an accelerated deferred
acquisition cost amortisation charge of Ł190 million in 2011. In 2012, new business profi t grew 7 per cent, with APE sales up 15 per cent as historically low
interest rates continued to weigh on profits. The pricing actions taken during the year allowed Jackson to mitigate the negative impact of these interest rates.

There is always a degree of tactical management in the variable annuity market as sales are impacted by a number of factors, including but not limited to equity
market levels, interest rates and the actions of Jackson�s competitors. During the second half of 2012, as equity markets recovered, we saw stronger sales growth in
variable annuities despite pricing actions taken earlier in the year to mitigate the impact of lower investment returns as bond yields remained low. Therefore, in
November and December Jackson worked closely with distributors to proactively manage volumes and to ensure that the level of sales for 2012 would remain
within the Group�s quantitative risk appetite. We will continue to proactively balance value, volume, capital and balance sheet strength in this market.

In March 2012 we launched Elite Access, a variable annuity without guarantees, which offers access to alternative investments. It taps into an unmet demand from
customers and has been particularly well received by distributors. The launch of Elite Access helps Jackson to continue growing within the Group�s risk appetite
for products with guarantees. The acquisition of REALIC, a traditional US life business, has helped to diversify Jackson�s earnings and make the business more
resilient.

In the context of industry debates about the advantages and disadvantages of various accounting methods, we believe that cash generation is ultimately a very
tangible metric of the quality and value of a strategy. Therefore we set Jackson a net cash remittance objective for 2013 which, following the acquisition of
REALIC, was increased from Ł200 million to Ł260 million. In 2012, Jackson delivered net cash remittances of Ł249 million in the year (2011: Ł322 million including
an exceptional release of surplus) and is on track to meet this objective.

Prudential UK and Europe

In the UK, Prudential has adopted a focused strategy and competes selectively to help Britain�s ageing population convert their accumulated wealth into retirement
income. We have a clear focus on writing profitable new business while generating cash sustainably and preserving our capital. We concentrate on areas in which
we have a clear competitive advantage, namely individual annuities and with-profits products, where we continue to be market leaders.

Note

1 Comparatives adjusted for retrospective application of the accounting policy change for deferred acquisition costs, as discussed in note A5 of the IFRS financial
statements.

Over the last decade, Prudential has been widely recognised as the UK�s leading with-profi ts manager. Our long-term approach to the management of the
with-profits fund has continued to benefit customers during 2012 as it helps to provide protection from the full impact of volatile market conditions. The fund has
consistently outperformed the FTSE All-Share Index. Over the last 15 years, the fund has delivered a cumulative investment return of 184.3 per cent on
investments covering policyholder liabilities. This compares favourably with the FTSE All-Share Index total return of 106.5 per cent over the same period. Total
bonus payments are expected to top Ł2 billion in 2013 and our policyholders will typically see year-on-year increases of between 3.5 per cent and 6.5 per cent in
accumulating with-profits policy values. Since 2003 an estimated Ł22 billion has been added to policy values. Our UK business is also one of the largest providers
of annuities in the UK and in 2012 paid out

Ł2.9 billion in income to UK annuitants.

Our performance in 2012 has been strong in a difficult market, which has been impacted by significant UK and EU regulatory change. This includes the
implementation of the Retail Distribution Review (RDR), auto-enrolment for company pension schemes and gender neutral pricing.

Our UK business has demonstrated resilience as it continues to benefit from its focus on its core products, with-profits and individual annuities, with sales of both
increasing by more than 30 per cent. We achieve internal rates of return that are commensurate with other parts of the business. New business profit increased
20 per cent to Ł313 million (2011: Ł260 million) and IFRS long-term operating profit grew 3 per cent to Ł703 million (2011: Ł683 million). We completed two
selective bulk annuity deals that contributed to this figure.

Where we see opportunities for future profitable growth we will seek to capitalise on them but only if they meet our payback criteria. In 2013 we have commenced
sales operations in Poland, one of Europe�s fastest-growing economies, which has an expanding middle class and high savings rates.

We continue to assess the impact of the RDR, which was implemented on 31 December 2012, and the resulting changes to distributors� business models. This is
likely to lead to some short-term dislocation in the market
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as consumers and distributors adjust to the new sales environment. We expect this transition phase to dampen our sales of investment bonds in 2013, compared to
the high sales in 2012. We are confi dent that the strength of our brand combined with our investment capabilities, financial strength and experience will ensure
that we remain well placed to provide customers with dependable retirement income. We believe that with-profits products will continue to be popular with
customers seeking competitive long-term real investment returns.

Net cash remittances were Ł313 million, up 5 per cent (2011: Ł297 million). Our inherited estate, which is estimated at Ł7.0 billion (31 December 2011: Ł6.1 billion), is
a key source of capital strength.
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Asset management

Our asset management business, M&G, has continued to focus on delivering superior investment performance for our customers while maximising the strength of
its distribution capabilities. It has pursued business diversifi cation across both geographies and asset classes. Its retail funds are now registered for sale in 20
jurisdictions, with offi ces in 15 countries. During 2012, the business has seen record net sales, funds under management and IFRS operating profi t. The growth in
sales has been driven by M&G�s business in Continental Europe as investor risk appetite returned.

M&G continued to attract signifi cant new asset fl ows during the recent years of global market volatility, testament to the strength of its reputation and focus on
investment performance. It has seen record total retail and institutional net infl ows of

Ł16.9 billion in 2012, signifi cantly higher than 2011 and the previous high of Ł13.5 billion in 2009.

Total net sales in the UK were lower than 2011, refl ecting the maturity of the UK business and management decisions to slow the infl ow of new money into two
market-leading UK corporate bond funds to safeguard investment performance. We expect these trends to persist in 2013. Despite the deliberate slowing of sales
in the UK, M&G was the UK�s top-selling investment management house in 2012 and has ranked number one for both net and gross fund sales for an
unprecedented four consecutive calendar years. Net fund sales in Continental Europe have increased, generating a record Ł5.2 billion of net sales in 2012. Assets
sourced from outside the UK account for 29 per cent of total retail funds under management, up from 25 per cent in 2011.

Underlying profi ts for the full year rose by 14 per cent to a new record level of Ł298 million. Following the addition of performance-related fees and profi t from
our associate investment in South Africa, total operating profi t for 2012 was Ł320 million. M&G�s funds under management also grew to a record Ł228 billion
(2011: Ł201 billion).

Looking ahead, the diversifi cation of our business by asset class and geography positions us well to manage the expected shifts in consumer asset allocation going
forward.

Eastspring Investments, our rebranded Asia asset management business, increased funds under management to Ł58.1 billion, up 16 per cent (2011: Ł50.3 billion).
IFRS operating profi t was marginally lower, refl ecting a change in product mix towards bond funds that attract lower fees. Also costs were higher as we
continued to invest in people and infrastructure, as we build out our offshore capabilities following the launch of the new brand. This included opening a US
distribution offi ce, starting an operation in Indonesia and launching new funds in Taiwan, China and India.

Note

1 The estimated position at 28 February 2013 allows for economic conditions and surplus generation since 31 December 2012. It is stated before the final dividend
and the effect of the Thanachart acquisition and after allowing for a reduction in Jackson�s contribution to IGD surplus of Ł1.3 billion.
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Capital and risk management

We take a disciplined approach to capital management and continue to take action to ensure our capital works effi ciently and effectively for the Group. Using the
regulatory measure of the Insurance Groups Directive (IGD), our Group capital surplus position at 31 December 2012 was estimated at

Ł5.1 billion (31 December 2011: Ł4.0 billion), before allowing for the fi nal dividend. The Group�s required capital cover was three times. The structure of the Group,
and the approach we have taken to managing our risks, with a sizeable credit reserve in the UK annuity book, a strong inherited estate in UK with-profi ts and the
relatively low-risk nature of our asset management and Asia operations, together with a high level of IGD surplus, means we have positioned ourselves well for
future regulatory developments and stresses to our business.

There is broad agreement that ultimately it would be benefi cial to replace the IGD regime with a regime that is more risk-based. Solvency II may provide such a
framework but we now know that it will not be implemented before 31 December 2015. In common with other insurers we have been working with regulators to
ensure that the current capital regime remains robust while we wait for the implementation of Solvency II.

In early March 2013, we agreed with the FSA to revise the calculation of the contribution Jackson makes to the Group�s IGD surplus. We consider the revised basis
to be an improvement as it is more closely aligned to the one we use to assess and report free surplus. In the absence of an agreed Solvency II approach, we believe
that this change makes the IGD surplus a more meaningful measure and one that is more closely aligned with economic reality. The revised IGD surplus
calculation has no impact on the way that the US business is managed or regulated locally. On this revised basis, the IGD surplus at 28 February 2013 is estimated
at Ł4.4 billion1, before allowing for the fi nal dividend, equivalent to a capital cover of 2.5 times.
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Uncertainty about the fi nal Solvency II outcome remains. We will continue to evaluate our options, including consideration of the Group�s domicile, in the event
that the fi nal outcome is negative and potentially impacts our ability to deliver value to our customers and shareholders. We welcome the decision by the UK
Financial Services Authority to strengthen the existing Individual Capital Adequacy Standards (ICAS) regime in the absence of the implementation of Solvency II.
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Group Chief Executive�s report continued

Dividend

The Board has decided to rebase the full-year dividend upwards by 4 pence, refl ecting the strong progress made in both the earnings and free surplus generation of
the business and in the delivery of our fi nancial objectives. In line with this, the directors recommend a fi nal dividend of 20.79 pence per share (2011: 17.24
pence), which brings the total dividend for the year to 29.19 pence (2011: 25.19 pence), representing an increase of 15.9 per cent over 2011.

The Board will maintain its focus on delivering a growing dividend from

this new higher base, which will continue to be determined after taking into account the Group�s fi nancial fl exibility and our assessment of opportunities to
generate attractive returns by investing in specifi c areas of the business. The Board believes that in the medium term a dividend cover of around two times is
appropriate.

Outlook

In 2012, we have delivered a strong performance. In spite of tough macroeconomic conditions and the negative effect of persistently low long-term interest rates,
our Group has achieved signifi cant and profi table growth and produced increased levels of cash, which allowed us to provide our shareholders with a growing
dividend.

Our strategy and operating principles remain clear and unchanged. Asia is the key driver of sustainable and profi table growth, building on the signifi cant
opportunity that the emergence of the growing and increasingly wealthy middle class in this region represents. Our best opportunities lie in South-east Asia, where
the depth and breadth of Prudential�s franchise is a source of strength. Our business units in the US and in the UK will continue to focus on delivering strong
earnings and cash. We will achieve this by continuing to execute with discipline, by maintaining a robust balance sheet and with proactive risk management.

Our Group is set to continue to provide a distinctive combination of profi table growth and cash by meeting the needs of our customers across the world. Our confi
dence is refl ected in the decision to rebase the dividend upwards, the second time in three years, as we remain focused on creating long-term, sustainable value for
our shareholders.

[Graphic Appears Here]

Strategy and operating principles

[Graphic Appears Here]
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Financial highlights

Life APE new business sales, profits and investment in new business

Balancing capital consumption and value optimisation

Life APE new business sales New business profit Free surplus investment

in new business

Ł4,195m Ł2,452m 2011 2012

Ł3,681m Ł836m +14% Ł2,151m Ł313m +14%

Ł746m Ł260m Ł873m

Ł1,462m Ł815m

Ł1,275m Ł(297)m Ł(292)m

Ł1,266m

Ł1,660m Ł1,897m Ł1,076m

Ł(202)m

Ł(54)m Ł(281)m

Ł(553)m Ł(45)m �12%

2011 2012 2011 2012 Ł(618)m

Asia US UK

Asia US UK Group

2012 2011 2012 2011 2012 2011 2012 2011

New business profit margin 67% 65% 60% 64% 37% 35% 58% 58%

Payback period 3 years 3 years 2 years 1 year 3 years 4 years 2 years 2 years

Internal rate of return >20% >20% >20% >20% >20% >20% >20% >20%

Shareholder-backed policyholder liabilities

Ł19,023m Ł162,979m

Ł7,824m Ł2,317m Ł133,506m Ł1,982m Ł9,597m Ł49,505m

Ł122,183m Ł1,839m Ł(1,129)m
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Ł(657)m Ł46,048m

Ł43,944m Ł92,261m

Ł69,189m

Ł60,523m

Net liability flows1 Net liability flows1

Ł17,716m Ł18,269m Ł21,213m

At 1 Jan At 1 Jan At 31 Dec

2011 2012 2012

Asia US UK Other movements

Asset management, profitability, external funds under management and net inflows

IFRS operating profit External funds under Total asset management M&G net inflows

management net inflows

Ł461m Ł485m Ł133.5bn Ł18,281m Ł16,881m

Ł104m Ł114m +5% Ł111.2bn Ł21.6bn +20% +306% +285%

Ł19.3bn Ł111.9bn

Ł357m Ł371m Ł91.9bn

Ł4,506m Ł4,385m

2011 2012 2011 2012 2011 2012 2011 2012

M&G2 Other asset management business Total asset management
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Operating profit, dividends and earnings per share

IFRS operating profit 3, 4, 5 EEV operating profit Dividend per share relating Basic earnings per share � based Financial

to the reporting year on operating profit after tax and

non-controlling interest

Ł2,533m +25% Ł4,321m +9% 29.19p +15.9%

Ł3,978m 25.19p 115.7p +8% highlights

Ł2,027m 125.0p

62.8p +22%

76.8p Business

2011 2012 2011 2012 2011 2012 2011 2012 review

EEV IFRS3

Free surplus, capital and cash

Underlying free IGD capital before

surplus generated 6 final dividend 7, 8

Ł1,983m Ł2,082m +5% Ł5.1bn +28%

Ł4.0bn

2011

2012

2011

2012

Group shareholders� funds

(including goodwill attributable to shareholders)

EEV shareholders� funds IFRS shareholders� funds 3

Ł22.4bn +14% Ł10.4bn +21%

Ł19.6bn

Ł8.6bn

2011 2012 2011 2012
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16% 16% 21% 23%

Return on shareholders� funds 10, 11

Notes

1 Defined as movements in shareholder-backed policyholder liabilities arising from premiums (net of charges), surrenders, maturities and deaths.

2 2012 includes M&G�s 49.99 per cent proportionate share in the metrics above of PPM South Africa after the divestment transaction. 100 per cent of these metrics
were included in 2011.

3 Comparatives adjusted for retrospective application of the accounting policy change for deferred acquisition costs as discussed in note A5 of the IFRS financial
statements.

4 2012 operating profit includes one-off gain of Ł51 million arising on sale of Group�s interest in China Life Insurance Company of Taiwan.

5 2011 included accelerated deferred acquisition costs (DAC) amortisation of Ł190 million which has not recurred.

6 Underlying free surplus generated comprises underlying free surplus generated from the Group�s long-term business (net of investment in new business) and that
generated from asset management operations.

Business unit Holding company

net remittances 9 cash balances

Ł1,200m +9% Ł1,380m +15%

Ł1,105m Ł1,200m

2011 2012 2011 2012

EEV shareholders� funds per share

[Graphic Appears Here]

7 Estimated.

8 From March 2013 the basis of calculating Jackson�s contribution to the Group�s IGD surplus will change, further detail can be found in the �Capital position,
financing and liquidity� section of the Chief Financial Officer�s Overview.

9 Remittances from Asia in 2012 include net remittance of Ł27 million, representing cash from the sale of the Group�s holding in China Life Insurance Company in
Taiwan offset by repayment of funding contingent on future profits of the Hong Kong life insurance operations.

10 IFRS operating profit after tax and non-controlling interests as percentage of opening IFRS shareholders� funds. Comparatives adjusted for retrospective
application of the accounting policy change for deferred acquisition costs as discussed in note A5 of IFRS financial statements.

11 EEV operating profit after tax and non-controlling interests as percentage of opening EEV shareholders� funds.
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Chief Financial Offi cer�s overview

Delivering profi table growth and enhanced capital fl exibility

[Graphic Appears Here]

�Over the last few years, our success has been founded on attracting new customers and on retaining those who have chosen Prudential for their savings and
protection needs. We operate in markets where consumer demand for the products that we provide is strong and we have achieved success by providing both value
and service to our customers while generating attractive returns for shareholders.�

Nic Nicandrou

Chief Financial Offi cer

EEV new business profit IFRS operating profit based on

longer-term investment returns1

Ł2,452m +14% Ł2,533m +25%

Ł2,151m

Ł2,027m

2011

2012

2011

2012

Our guiding operating principle is simple � drive remitting over Ł300 million for the fi rst time in its history and the creation of sustainable shareholder value while
exceeding its 2013 cash objective. With IFRS operating profi t, operating within a conservative risk management after development expenses, of Ł988 million in
2012, Asia framework. Over the last four years, through a has also exceeded its 2013 IFRS operating profi t objective. combination of disciplined execution and
prudent

EEV new business profi t (�new business profi t�), our primary management of our balance sheet risks, Prudential has growth measure, increased by 14 per cent to
Ł2,452 million delivered profi table growth and enhanced its capital

(2011: Ł2,151 million), IFRS operating profi t based on fl exibility, despite the challenging market environment. longer-term investment returns (�IFRS operating
profi t�)

2012 has seen Prudential continue to build on the positive increased by 25 per cent to Ł2,533 million (2011: Ł2,027 million)1 momentum of recent years, with a
strong fi nancial performance and net cash remitted from the business units to the Group that included two of our 2013 �Growth and Cash� fi nancial increased by
9 per cent to Ł1,200 million (2011: Ł1,105 million). objectives being exceeded and continued progress towards the As these results demonstrate, the quality of our
businesses rest. This performance refl ects good contributions across our key across Asia, the US and the UK, combined with the strength of fi nancial measures
from each of our business operations, despite our balance sheet and fi nancial discipline, underpins the Group�s the

challenge of low long-term interest rates and weak growth in ability to deliver both growth and cash in the face of continued the global economy. It is particularly
pleasing to note that Asia macroeconomic headwinds. became the largest contributor of cash to the Group in 2012,

Note
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1 Comparatives adjusted for retrospective application of the accounting policy change for deferred acquisition costs as discussed in note A5 of the IFRS financial
statements.
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Profi tability

Over the last few years, our success has been founded on attracting new customers and on retaining those who have chosen Prudential for their saving and
protection needs. We operate in markets where consumer demand for the products that we provide is strong and we have achieved success by providing both value
and service to our customers while generating attractive returns for shareholders. In 2012 this approach produced Ł10.5 billion of life business net infl ows on
shareholder-backed business, which together with investment-related and other movements, drove an increase in the overall size of our life insurance book of
business by 22 per cent to Ł163 billion (2011: Ł133.5 billion). At the same time, our combined asset management operations attracted

Ł18.3 billion of retail and institutional net fl ows, surpassing the previous highs in 2009 and 2010, driving an increase in the third party managed funds by 20 per
cent to Ł133 billion (2011: Ł111 billion). By attracting, retaining and growing our customers� savings and our obligations towards them, we are able to generate
higher revenues, which in 2012 have once again increased at a faster rate than our expenses, culminating in greater overall profi ts.

Group IFRS operating profi t increased by 25 per cent in 2012 to Ł2,533 million (2011: Ł2,027 million)1, driven by strong growth in total contributions2 from Asia
and the US, which were up 26 per cent and 49 per cent respectively. Group EEV operating profi t based on longer-term investment returns (�EEV operating profi t�)
increased by 9 per cent to Ł4,321 million (2011: Ł3,978 million), with growth in all regions. Non-UK operations now account for a larger proportion of both total
IFRS and EEV operating profi t than ever before, while the contribution to these metrics from each business operation and each earnings source remains well
balanced, preserving both the quality and the resilience of the Group�s earnings.

Our Asia long-term business has continued to build on the progress of recent years, with IFRS operating profi t of Ł920 million (2011: Ł709 million)1 up 30 per cent.
This strong performance has been driven by the increase in the size of the in-force portfolio including the growth of our health and protection business. Our largest
markets of Indonesia, Hong Kong, Singapore and Malaysia continue to generate good levels of growth, with IFRS operating profi t up 22 per cent collectively.
Asia�s long-term EEV operating profi t grew by 11 per cent in 2012 to Ł1,960 million (2011: Ł1,764 million), with progress on this measure impacted by lower
expected returns as a result of the fall in interest rates during the year.

Notes

1 Comparatives adjusted for retrospective application of the accounting policy change for deferred acquisition costs as discussed in note A5 of the IFRS financial
statements.

2 Operating profit from long-term and asset management business.
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In the US, long-term business IFRS operating profit was up cer�s

48 per cent in 2012 to Ł964 million (2011: Ł651 million)1, which

includes a contribution of Ł67 million from REALIC, following its

acquisition in September 2012. The remaining increase primarily overview

reflects higher fee income generated by growth in the separate

account assets, as well as the expected non-recurring impact

of accelerated deferred acquisition cost (DAC) amortisation

of Ł190 million in 2011. This has been partially offset by the

adverse effect on spread income of lower bond yields. Fee Business
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income increased by 29 per cent to Ł875 million in 2012

(2011: Ł680 million), as a result of growth in separate account review

asset balances, which stood at Ł49 billion at 31 December

2012 (31 December 2011: Ł38 billion), together with higher

average fee levels. Spread income (including the expected

return on shareholders� assets) was Ł757 million in 2012

(2011: Ł813 million), with lower yields reducing the average

spread margin that we earned on general account liabilities

from 258 basis points in 2011 to 239 basis points in 2012 as

expected. Jackson�s long-term EEV operating profit increased

by 13 per cent to Ł1,610 million (2011: Ł1,431 million) primarily

due to improved new business profits and higher opening value

of in-force business following recent growth in the portfolio.

We are pleased with the acquisition of REALIC as it presents

a financially attractive deal, generating seasoned insurance

income, immediate earnings accretion and a gain on EEV

shareholders� funds of Ł453 million.

UK long-term business IFRS operating profit was 3 per cent

higher at Ł703 million (2011: Ł683 million) including Ł431 million

from the shareholder-backed business. The strength of the

with-profits fund, which currently has a surplus estate of

Ł7.0 billion, offers strong policyholder protection and assists

in generating positive returns for both policyholders and

shareholders. EEV long-term operating earnings increased

by 2 per cent in 2012 to Ł866 million (2011: Ł853 million),

representing higher new business profits offset by the impact

of lower interest rates on the recognition of in-force profits.

Our asset management businesses generated IFRS operating

profit of Ł485 million in 2012 (2011: Ł461 million), with M&G�s

contribution higher at Ł371 million (including Prudential Capital).
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M&G continues to benefit from the delivery of strong inflows,

with underlying profits (excluding performance-related

payments and earnings from associates) up 14 per cent in 2012.

This progress reflects higher revenues, up 10 per cent in 2012,

as the scale and proportion of external funds continues to grow,

and improvements in the cost-income ratio, to 59 per cent in

2012 (2011: 61 per cent). IFRS operating profit from Eastspring

Investments of Ł75 million (2011: Ł80 million) was impacted by

lower average margins on funds under management following

a consumer-led shift in business mix away from equities to

fixed income funds, as well as increased costs as the business

continues to invest in growth opportunities. This included

the opening of its first US office, in Chicago, in June 2012 and

starting operations in Indonesia.
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Chief Financial Offi cer�s overview continued

Capital generation

We continue to promote disciplined use of our capital resources across the Group, and focus on allocating capital to the growth opportunities that offer the most
attractive returns with the shortest payback periods. We have taken several important steps over the last few years to improve the effi ciency and effectiveness of
the capital allocation process, which has improved not only our returns on capital invested but also our overall fi nancial fl exibility. In 2012 we have continued to
produce signifi cant amounts of free capital, which we measure as free surplus generated.

In 2012, we generated Ł2,700 million of underlying free surplus (before reinvestment in new business) from our life in-force and asset management businesses.
This is 6 per cent higher than the Ł2,536 million generated in 2011, refl ecting increases from Asia and the US. We reinvested Ł618 million of the free surplus
generated in the period into writing new business (2011: Ł553 million).

Asia continues to be our preferred destination for new capital and accounted for Ł292 million of this reinvestment (2011: Ł297 million), falling despite the growth in
new business as we continue to focus on more capital-effi cient products. We have not sought to invest in spread-based products in the region that carry more
onerous capital charges and produce insuffi cient returns. In the US, new business investment has increased to Ł281 million from Ł202 million in 2011, which
primarily refl ects the higher level of new business written, changes in business mix, and the impact on regulatory reserving requirements for new business from
the low interest rate environment. In the UK, our capital-effi cient product focus on annuities and with-profi ts bonds means we invested just Ł45 million, yet
delivered more new business profi t. The IRRs on invested capital were more than 20 per cent in Asia, the US, and the UK; with payback periods of three years,
two years and three years respectively.

Of the remaining free surplus generated after reinvestment in new business, Ł1,200 million was remitted from the business units to Group. This cash was used to
meet central costs of Ł205 million, service net interest payments of Ł278 million and meet dividend payments of Ł655 million. The total free surplus balance deployed
across our life and asset management operations at the end of the year was Ł3,689 million (2011: Ł3,421 million).

Notes

1 The objectives assume current exchange rates and a normalised economic environment consistent with the economic assumptions made by Prudential in
calculating the EEV basis supplementary information for the half-year ended 30 June 2010. They have been prepared using current solvency rules and do not
pre-judge the outcome of Solvency II, which remains uncertain.

2 The net remittance objective for Jackson was increased from Ł200 million to Ł260 million to reflect the positive impact of the acquisition of REALIC.

3 Representing the underlying remittances excluding the Ł150 million impact of proactive financing techniques used to bring forward cash emergence of the
in-force book during the financial crisis.

�Growth and Cash� fi nancial objectives

The following discussion contains forward-looking statements that involve inherent risks and uncertainties. Prudential�s actual future fi nancial condition or
performance or other indicated results may differ materially from those indicated in any such forward-looking statement due to a number of important factors
(including those discussed under the heading �Risk factors� in this document). See the discussion under the heading �Forward-looking statements� at the front of this
document.

At our 2010 investor conference, entitled �Growth and Cash�, we announced new fi nancial objectives demonstrating our confi dence in continued rapid growth in
Asia, and increasing levels of cash remittances from all of our businesses. These objectives have been defi ned as follows:

(i) Asia growth and profitability objectives1:

To double the 2009 value of IFRS life and asset management pre-tax operating profit in 2013 (2009: Ł465 million); and

To double the 2009 value of new business profits in 2013 (2009: Ł713 million).

(ii) Business unit cash remittance objectives1:

Asia to deliver Ł300 million of net cash remittance to the Group in 2013 (2009: Ł40 million);
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Jackson to deliver Ł260 million2 of net cash remittance to the Group in 2013 (2009: Ł39 million); and

UK to deliver Ł350 million of net cash remittance to the Group in 2013 (2009: Ł284 million3).

(iii) Cumulative net cash remittances1:

All business units in aggregate to deliver cumulative net cash remittances of at least Ł3.8 billion over the period 2010 to end-2013. These net remittances are to be
underpinned by a targeted level of cumulative underlying free surplus generation of Ł6.5 billion over the same period.

As mentioned in the Group Chief Executive�s report, we remain focused on these objectives and have continued to make progress towards them. In 2012 we have
exceeded our 2013 IFRS operating profi t and net remittance objectives for Asia and we are on track to achieve the rest. We set out below in more detail our
progress towards these objectives based on our results for 2012.

Chief Financial Officer�s overview Prudential plc Annual Report 2012 17
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Asia profitability objectives Actual (as originally reported) Objective cer�s

Change Change

(over(since

2009 2010 2011 2012 2011) 2009) 2013

Łm Łm Łm Łm%% Łm overview

Value of new business 713 901 1,076 1,266 18 78 1,426

IFRS operating profit(note 1) 465 604 784 988 26 112 930

Business unit net cash remittance objectives Actual Objective Business

2009 2010 2011 2012 2013

Łm Łm Łm Łm Łm

Asia(note 2) 40 233 206 341 300 review

Jackson(note 3) 39 80 322 249 260note 6

UK(note 4) 434 420 297 313 350

M&G(note 5) 175 202 280 297

688 935 1,105 1,200

Objectives for cumulative period 1 January 2010 to 31 December 2013 Percent-

age

Actual Objective achieved

1 Jan 2010 1 Jan 2010

to 31 Dec to 31 Dec At 31 Dec

2012 2013 2012

Łm Łm%

Cumulative net cash remittances from 2010 onwards 3,240 3,800 85

Cumulative underlying group free surplus generation (which is net of investment in new business) 5,779 6,500 89

Notes

1 Total Asia operating profit from long-term business and Eastspring Investments after development costs. 2012 operating profit includes a one-off gain of
Ł51 million arising on sale of Group�s interest in China Life Insurance Company of Taiwan. The comparatives represent results as reported in the respective periods
and excludes adjustment for altered US GAAP requirements for deferred acquisition costs as described in note A5 to the IFRS financial statements.
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2 Remittances from Asia in 2012 include net remittance of Ł27 million, representing cash from sale of Group�s holding in China Life Insurance Company in Taiwan
offset by repayment of funding contingent on future profits of the Hong Kong life insurance operations. 2010 remittances included a one-off remittance of
Ł130 million, representing the accumulation of historic distributable reserves.

3 Net remittances from Jackson in 2011 include releases of excess surplus to Group.

4 In 2009, the net remittances from the UK included the Ł150 million arising from the proactive financing techniques used to bring forward cash emergence of the
in-force book during the financial crisis. The 2010 net remittances included an amount of Ł120 million representing the releases of surplus and net financing
payments.

5 Including Prudential Capital.

6 The net remittance objective for Jackson was increased from Ł200 million to Ł260 million to reflect the positive impact of the acquisition of REALIC.
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Chief Financial Offi cer�s overview continued

In 2012, cash remitted to the Group increased by 9 per cent to Ł1,200 million (2011: Ł1,105 million), with considerable amounts of cash remitted

from all our business operations highlighting the improved balance of contributions from across the Group. Asia�s remittances increased 66 per cent to Ł341 million
(2011: Ł206 million), demonstrating its transition into a highly cash-generative business as a result of signifi cant growth and its focus on health and protection
products. Asia�s 2012 cash remittance is ahead of its 2013 fi nancial objective of Ł300 million. We remain confi dent of further positive progress underpinned by
strong cash generation from the in-force portfolio and continued growth in capital-effi cient new business. The quality of Jackson�s post-fi nancial crisis expansion
in variable annuities is evidenced by its cash remittance of Ł249 million while continuing to grow the business, and fi nancing the acquisition of REALIC through
its internal resources. The positive impact of this fi nancially attractive acquisition will enable Jackson to increase its net remittance objective for Group from
Ł200 million to Ł260 million in 2013 and beyond. The UK life operations have continued to make sizeable remittances at Ł313 million (2011: Ł297 million), supported
by shareholder transfers from the with-profi ts fund and cash-positive new annuity business. M&G (including Prudential Capital) delivered net remittances of
Ł297 million (2011: Ł280 million), refl ecting its relatively capital-light business model that facilitates a high dividend payout ratio from earnings.

Against the cumulative 2010 to 2013 net remittance objective of Ł3.8 billion, by 31 December 2012 over Ł3.2 billion has been remitted by business operations. We
remain confi dent of achieving this target. Our confi dence is underpinned by the strong underlying free surplus generation of our businesses which, by
31 December 2012, had generated a total of

Ł5.8 billion against our 2010 to 2013 cumulative objective of Ł6.5 billion.

Note

1 The National Association of Insurance Commissioners designed the Risk-Based Capital (RBC) formula as an early warning tool for State regulators to identify
potentially inadequately capitalised companies for purposes of initiating regulatory action. The RBC ratio, being the ratio of available capital to regulatory capital,
is based on the highest level of capital requirement at which remedial action may be initiated, the Company Action Level.

Capital position, fi nancing and liquidity

Despite the challenging macroeconomic conditions, we continue to operate with a strong solvency position, while maintaining high levels of liquidity and capital
generation. This is testament to our capital discipline, the effectiveness of our hedging activities, our low direct Eurozone exposure, the minimal level of credit
impairments and our comparatively low interest rate sensitivity.

The Group has maintained a strong capital position.

At 31 December 2012, our IGD surplus before fi nal dividend is estimated at Ł5.1 billion (31 December 2011: Ł4.0 billion), generating very strong coverage of three
times the requirement.

All of our subsidiaries continue to hold strong capital positions on a local regulatory basis. In particular, at 31 December 2012, the value of the estate of our UK
with-profi ts funds is estimated at Ł7.0 billion (31 December 2011: Ł6.1 billion), while Jackson�s risk-based capital (RBC)1 ratio was 423 per cent at

31 December 2012, excluding the gains on interest rate swaps under permitted practice, which if included would increase the RBC ratio to 478 per cent.

Furthermore, on a statutory (Pillar 1) basis the total credit default reserve for the UK shareholder annuity funds also contributes to protecting our capital position in
excess of the IGD surplus. Notwithstanding the absence of defaults in the period, at

31 December 2012 we have maintained our credit default reserves at Ł2.1 billion, representing 40 per cent of the portfolio spread over swaps,

compared with 33 per cent at 31 December 2011.

The delays in fi nalising the implementation measures for Solvency II prolong the uncertainty of the effective date of the capital adequacy regime, a major
overhaul for European insurers. We are supportive in principle of the development of a more risk-based approach to capital, but we have concerns as to the
potential consequences of some aspects of the Solvency II regime under consideration. With the continued delays to policy development, the fi nal outcome of
Solvency II remains uncertain. Despite this uncertainty we remain focused on preparing for implementation of the new regime.
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In March 2013, we have agreed with the FSA to revise the calculation of the contribution Jackson makes to the Group�s IGD surplus. Until now the contribution of
Jackson to the reported IGD surplus was based on an intervention level set at 75 per cent of US Risk-Based Capital Company Action Level (CAL). Going forward
the contribution of Jackson to IGD surplus will equal the surplus in excess of 250 per cent of CAL. This is more in line with the level at which we currently report
free surplus, which we have set at 235 per cent of CAL. In the absence of an agreed Solvency II approach, we believe that this change makes the IGD surplus a
more meaningful measure and one that is more closely aligned with economic reality. The change has no impact on the way that the US business is managed or
regulated locally. For consistency we also intend to align our free surplus calibration to 250 per cent of CAL going forward.

On the new basis, the IGD surplus at 28 February 2013 is estimated at Ł4.4 billion1 (equivalent to a capital cover of 2.5 times), which includes the proceeds of Ł0.4
billion of subordinated debt, raised in January 2013, and is after deducting Ł1.3 billion in respect of the Jackson change from 75 per cent to 250 per cent of CAL.
The intended change to free surplus will have a negligible effect on EEV and is estimated to reduce total free surplus by around Ł100 million.

Our fi nancing and liquidity position remained strong throughout the period. The issue of US$700 million (Ł0.4 billion) of subordinated debt (perpetual tier 1 notes)
in January 2013 further supports the fi nancial fl exibility of the Group, while taking advantage of very favourable market conditions. Our central cash resources
amounted to Ł1.4 billion at 31 December 2012, up from Ł1.2 billion at 31 December 2011, and we retain a further

Ł2.1 billion of untapped committed liquidity facilities.

Notes

1 The estimated position at 28 February 2013 allows for economic conditions and surplus generation since 31 December 2012 and is stated before the
final dividend and the effect of the Thanachart acquisition, and after allowing for a reduction in Jackson�s contribution to IGD surplus of Ł1.3 billion.

2 Comparatives adjusted for retrospective application of the accounting policy change for deferred acquisition costs as discussed in note A5 of the IFRS
financial statements.
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During Shareholders� 2012, investment funds markets continued to experience cer�s

considerable volatility, with positive movements in global

equity market indices only towards the end of the year and overview

further falls in long-term interest rates in the US, the UK

and a number of Asian countries, most notably Hong Kong

and Singapore. Despite these effects, the Group�s EEV

shareholders� funds increased by 14 per cent during 2012

to Ł22.4 billion (31 December 2011: Ł19.6 billion). On a Business

per share basis EEV at the end of 31 December 2012 stood

at 878 pence, up from 771 pence at 31 December 2011. IFRS review

shareholders� funds were 21 per cent higher at Ł10.4 billion

(31 December 2011: Ł8.6 billion)2.

The increases in shareholders� funds on both reporting bases
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are the result of the Group�s strong operating performance,

while our balance sheet continues to benefit from both the

quality of the asset portfolio and the effectiveness of our

proactive approach to risk management.

Summary

The financial progress we have reported in 2012 demonstrates

the Group�s resilience to the challenges faced by the global

economy. By maintaining our bias in favour of less volatile types

of income, such as insurance and fee, and by diversifying our

products set and distribution platforms, we have continued

to improve both the quality and the balance of our earnings.

Our disciplined approach to value creation and focus on cash

generation, combined with a robust capital position and

a conservative risk management stance, provide us with

a strong foundation for the future.

[Graphic Appears Here]

Edgar Filing: PRUDENTIAL PLC - Form 6-K

43



[Graphic Appears Here]

Edgar Filing: PRUDENTIAL PLC - Form 6-K

44



Insurance operations: Asia Prudential plc Annual Report 2012 21

Our strategy in Asia is focused on

meeting the needs of the emerging

middle class for savings and

protection. The region�s positive

demographics, strong economic

growth, sound public finances

and favourable public policy

environment with a clear

preference for private provision of

protection, have all led to a rapidly Business

expanding middle class, with a

strong and growing demand for our unit

savings and protection products. review

insurance 13m+ customers Business

400,000+ review

agents

[Graphic Appears Here]
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Insurance operations

Asia: accelerate

�Prudential�s strategy in Asia is well established and

continues to be highly effective. We are focused on

building high-quality, multi-channel distribution that

provides customers with access to products that are

appropriate for their financial planning needs. Typically

this involves a high proportion of regular premium

policies that combine savings and protection.�

Barry Stowe

Chief Executive

Prudential Corporation Asia

New business profit Total IFRS operating 2013 financial objectives

profit Double 2009 value

Ł1,266m +18% Ł920m +30% of IFRS life and asset

management pre-tax

Ł1,076m Ł709m operating profit

Double 2009 value of

new business profits

Deliver Ł300 million

of net cash remittance

to the Group.

2011 2012 2011 2012

Financial performance AER CER

2012 Łm 2011 Łm Change % 2011 Łm Change %

APE sales 1,897 1,660 14 1,642 16
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New business profit 1,266 1,076 18 1,065 19

Total IFRS operating profitnotes (i)(ii) 920 709 30 697 32

Total EEV operating profitnote (i) 1,960 1,764 11 1,747 12

Notes

(i) Operating profit from long-term operations excluding Eastspring Investments, development costs and Asia regional head office costs.

(ii) Comparatives adjusted for retrospective application of the accounting policy change for deferred acquisition costs as discussed in note A5 of the IFRS financial
statements.
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Market overview

Asia�s rapidly-growing middle class remains a key growth driver for the retail fi nancial services sector, particularly life insurance with an emphasis on protection.
Research has shown that as the middle class becomes more established the proportion of income they allocate to fi nancial planning increases from 5 per cent to
around 12 per cent1.

The manifestation of this demand varies signifi cantly across the region, refl ecting the various stages of development in each individual market, together with
their distinct regulatory and competitive environments, cultural differences and customer preferences. However, across all markets there is increasing recognition
among governments and regulators of the social utility of a vibrant private sector life insurance market that provides fi nancial security to families, effi ciently
channels long-term savings into fi nancial markets and generates employment opportunities within the industry.

During 2012, Asia�s average economic growth rates, although they remained well above the global average, continued to moderate following the post-crisis high
seen in 2010. This is to some degree a consequence of the weakness of the economies of North America and Europe. While domestic factors were a signifi cant
infl uence in India and China as policymakers grapple with sensitive political situations and economic imbalances, the resilience of many other economies in the
region, particularly in South-east Asia, was highlighted by upward revisions to IMF growth forecasts in the second half of the year. Hong Kong�s economic growth
accelerated during the fourth quarter last year and looks set to have an improved year in 2013 and the Singaporean Government has said that the outlook for its
economy is cautiously positive as it also had a better than expected fourth quarter. However, the strongest performing regional economies were led by Indonesia,
Malaysia, the Philippines and Thailand where growth is increasingly driven by the expansion of domestic demand and is less reliant on exports. Face to face sales,
typically through an agent, remains the dominant distribution channel throughout the Asia region and the expertise needed to build and manage agency represents
a signifi cant barrier for new entrants. Bancassurance has been growing at a faster rate than agency in recent years from a lower base.

As the life insurance industry continues to grow, so the regulatory environment continues to evolve. Regulators are encouraging insurers to strengthen their risk
and solvency management processes and to improve their sales processes to ensure that customers receive good quality advice and buy products suitable to their
needs. Most international insurers operating in the region are supportive of these trends and generally aim to operate above current local regulatory standards. The
recent recommendations of the Monetary Authority of Singapore�s FAIR Panel are indicative of the kind of regulatory efforts under way in the region to improve
the overall standard of agency distribution in insurance.

Note

1 HSBC Global Research.
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We believe the Asian life insurance markets remain a highly Business

compelling opportunity for delivering profitable growth over the unit

long term with South-east Asia, including Hong Kong, currently

offering the most attractive market dynamics for insurance review

providers, with increasing opportunities to provide financial

security to the new middle class whose expectations now go

beyond basic subsistence to protecting and improving their

personal finances over the long term. Business

Business performance

Prudential�s strategy in Asia is well established and continues to review

be highly effective. The customer is at the heart of our strategy

and Asian customers find our offering of regular premium
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savings and protection products distributed principally through

high-quality face to face distribution channels particularly

attractive. The quality of our brand, our products, and of our

distribution allows us to translate our sales into strong returns

to our shareholders.

Building and strengthening Prudential�s multichannel distribution

capabilities is a constant objective for us. Tied-agency remains

a highly effective and efficient distribution channel in Asia and

Prudential has one of the region�s largest agency forces. We

focus both on the size and the productivity of our agency force.

Agency activity is a key indicator of quality and performance;

during 2012 Prudential�s average active agency manpower rate

increased by 14 per cent (excluding India). In our sweet-spot

of South-east Asia, the increase in active agency manpower of

15 per cent contributed significantly to a 19 per cent increase in

new business profit in the agency channel.

Bancassurance has been growing rapidly in the region in recent

years and Prudential remains a regional leader in this channel

with APE growth of 29 per cent, led by highly productive

relationships including SCB, where APE sales were up 42 per cent

this year and UOB, where APE sales grew at an even faster rate of

65 per cent year-on-year. In November, Prudential announced a

new and strategically significant, exclusive long-term partnership

with Thailand�s Thanachart Bank as part of a deal that will see

Thanachart Life merged with our existing life operation in the

country immediately doubling our market share. The deal is

expected to complete during the first half of 2013.

It is part of our strategy to focus on regular premium products

which allow our customers to invest over the long term and

smooth the impact of timing on their investment returns. We aim
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to make most of our sales as regular premiums and in 2012, the

proportion of regular premium in our APE sales was in excess of

90 per cent, which ensures the profitability and resilience of our

growing in-force book. Although single premium products can

provide appropriate opportunities for customers with lump

sums, we believe that regular premium policies with protection

riders best meet the majority of our customers� needs. In 2012,

32 per cent of our new business APE was related to protection,

up 2 percentage points over prior year. Given the recent volatility

in the financial markets, we have seen a shift towards non-linked

products; the proportion of linked products in the new business

APE mix declined to 29 per cent compared to 32 per cent for 2011.
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Insurance operations continued

Asia: accelerate

Managing the in-force book is always a high priority as this ensures that the shareholder value that we expect to capture over the life of the product does emerge
over time as distributable shareholder profi ts. For 2012 we reported small net positive experience and assumptions change of Ł95 million up from Ł75 million in
2011.

On 2 July, we announced that Prudential has received in-principle approval from Cambodia�s Ministry of Economy and Finance to establish a wholly
foreign-owned life insurance operation in the country. Although the Cambodian economy is relatively small at present, it has delivered strong GDP growth over
the past 10 years and we believe this presents excellent opportunities to develop the life insurance industry in the coming years. The business sold its fi rst policies
in January 2013.

In addition to providing value directly to our customers through our products and services, we aim to provide wider benefi ts to the community where we operate.
Therefore, Prudential supports a range of corporate social responsibility activities across Asia, with a focus on providing disaster relief, promoting fi nancial
literacy and benefi ting children. During 2012, Prudential extended its highly successful children�s fi nancial literacy programme, �Cha-Ching�; for example, this has
now been adopted in the Philippines as part of the school curriculum.

Financial performance

Prudential Asia has delivered in 2012 IFRS operating profi t and cash remittance ahead of the 2013 objectives with strong operational performances enhanced by
some non-recurring items. We remain on track to meet our third objective in the region of doubling the 2009 new business profi t by 2013.

New business APE was Ł1,897 million, an increase of 14 per cent over prior year. During the second half of 2012 the reported growth rates did moderate as the
economic climate became generally more challenging and specifi cally in Malaysia, Korea and Taiwan we deliberately and proactively slowed sales of lower
margin products.

New business profi t of Ł1,266 million grew at a faster rate than APE at 18 per cent. This refl ects the positive impacts of product participation

decisions as outlined above, proactive pricing actions to mitigate the adverse effects of low interest rates and a shift in country mix. Our agency and bank channels
grew their respective contribution to new business profi t at similar rates in 2012.

EEV operating profi t from our in-force business of Ł694 million is in line with prior year as the impact of the signifi cant increase in the unwind that comes from a
larger in-force book and the net positive movement in the contribution to profi ts from assumption changes and experience variances was offset by the drag from
lower discount rates.

Operating profi t on an IFRS basis from Asia�s life businesses, continues to grow strongly at Ł920 million, 30 per cent higher than in 2011. This includes Ł51 million
of one-off profi t from the sale of the Group�s interest in China Life Insurance Company of Taiwan. Excluding this amount, IFRS operating profi t was Ł869 million,
23 per cent higher than last year. This is principally driven by improved in-force profi ts, which grew by 18 per cent in the year, refl ecting the increasing scale of
the business.

During 2012, shareholder-backed business policyholder liabilities have increased by 16 per cent to Ł21.2 billion (31 December 2011: Ł18.3 billion), due to strong
business fl ows of Ł2.0 billion (up 8 per cent on last year�s equivalent amount of

Ł1.8 billion) and higher bond and equity values.

Underlying free surplus generated by the in-force life business was 9 per cent higher at Ł771 million (2011: Ł707 million) refl ecting the increasing scale of the
business. Of this total, Ł292 million (2011: Ł297 million) was reinvested in new business at internal rates of return of over 20 per cent and average payback periods
of three years. The overall cash generating capacity of the life business is clearly demonstrated by net remittances of Ł384 million to the Group during 2012.

Looking at individual countries:

China AER CER

2012 Łm 2011 Łm Change % 2011 Łm Change %
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APE sales

(Prudential�s

50 per cent share) 56 59(5) 61(8)

Market conditions in China during 2012 have been challenging as economic growth slowed and the country continued to adjust to a changing political
environment.

CITIC-Prudential remains one of the leading foreign joint ventures in a market that remains dominated by domestic players. We do anticipate the market
liberalising at some point in the future, however the timing of such an opening remains uncertain. In the meantime, we are focused on continuing to build a
high-quality, multichannel distribution organisation.

Prudential�s 50 per cent share of sales for 2012 was Ł56 million, broadly in line with the prior year. During this year we continued to focus on agent recruitment and
on promoting sales of regular premium business. Bancassurance, which accounts for nearly half of our total sales in China, has seen lower productivity from bank
branches following the tightening of regulations that came into effect last year.

Hong Kong AER CER

2012 Łm 2011 Łm Change % 2011 Łm Change %

APE sales 396 331 20 336 18

The Hong Kong economy continues to benefi t from its close ties with mainland China and it remains a fi nancial and logistics hub for the region beyond China,
which ensures a continued and strong demand for our products.

Prudential Hong Kong delivered strong new business APE growth with an increase of 20 per cent over the prior year to Ł396 million. Prudential remains the only
leading player in Hong Kong to have a material presence in both agency and bank distribution, enabling it to reach the widest range of customers. Both channels
performed well in 2012.
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India AER CER

2012 Łm 2011 Łm Change % 2011 Łm Change %

APE sales

(Prudential�s

26 per cent share) 102 101 1 90 13

The Indian life insurance market has been going through a signifi cant period of change, however there are signs it has begun to grow again following the
regulator-driven refocus on savings and protection products, which came into effect in 2010. During the second half the economy faltered, impacted by domestic
imbalances and a challenging political environment. Although we remain optimistic about the long-term potential of the market, we expect it will be some time
before private sector sales volumes return to pre-2010 levels.

Prudential�s joint venture with ICICI continues to be the leader in the private sector.

Indonesia AER CER

2012 Łm 2011 Łm Change % 2011 Łm Change %

APE sales 446 363 23 343 30

The Indonesian economy continues to outperform and this is underpinned by the scale and resilience of its domestic demand. Indonesia has one of the region�s
largest populations and lowest rates of insurance penetration.

Prudential has a strong market leading position with over 60 per cent of the industry�s registered tied-agents and has successfully been building its business outside
of Jakarta; now around 45 per cent of APE is from outside the capital. New business APE growth of 23 per cent to Ł446 million has been primarily driven by the
continued expansion of the agency force. Growth in the agency force is now being supplemented by the smaller but fast growing bancassurance channel which
includes partnerships with UOB, BII, Citibank and Permata.

Korea AER CER

2012 Łm 2011 Łm Change % 2011 Łm Change %

APE sales 95 101(6) 101(6)

In Korea, the weak economic climate has resulted in a decline in demand for unit-linked products, with consumers opting instead for interest sensitive products.
Against this backdrop, we have chosen to relinquish volume rather than compete for the low margin, capital-intensive guaranteed return segment of the market.
Consequently, we have deliberately let our sales via banks and brokers decline. Our business has continued to focus on developing a high-quality proprietary
distribution channel which saw active agents increase by 9 per cent in 2012.

Malaysia AER CER

2012 Łm 2011 Łm Change % 2011 Łm Change %

APE sales 218 223(2) 224(3)

Note

1 Source: Life Insurance Association of Singapore.
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The latest statistics released by the Malaysian Life Insurance Business
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Association show that the industry grew by 2.2 per cent during

2012 in terms of weighted premiums relative to 2011 reflecting unit

general concerns about the economic outlook. Prudential

remains the market leader in Malaysia with a highly productive review

agency force and growing bank distribution.

Our focus in 2012 on health and protection rather than lower margin,

higher premium volume savings related top ups has boosted the

mix of these products to around 60 per cent and improved our Business

profitability, at the expense of top line growth. We have continued

to expand in the Takaful sector where we remain market leader. review

Singapore AER CER

2012 Łm 2011 Łm Change % 2011 Łm Change %

APE sales 301 235 28 239 26

The Singapore market continues to perform strongly with the Life

Insurance Association having announced that industry APE grew

by 8 per cent during 2012 with regular premiums growing even

more strongly at 18 per cent.

Prudential�s APE was Ł301 million up 28 per cent on prior year.

Bancassurance was an important driver of growth where we

now have a number of partners including UOB, SCB, Maybank

and Singpost, enabling us to access a broad range of customers.

Our agency channel continues to be one of Singapore�s most

productive, and according to the latest available market statistics,

we lead the market in terms of regular premium new business

generated per agent1.

Taiwan AER CER

2012 2011 Change 2011 Change

Łm Łm% Łm%

APE sales 156 148 5 149 5

Taiwan is mainly focused on bank distribution through our
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partnership with E.Sun Commercial Bank and SCB, supplemented

by direct marketing and worksite marketing activities which are

growing fast. APE was depressed by our decision not to compete

in the market with products we consider to be uneconomic.

Others � Philippines, Thailand and Vietnam

AER CER

2012 Łm 2011 Łm Change % 2011 Łm Change %

APE sales 127 99 28 99 28

In Vietnam, we saw a very strong recovery during the fourth quarter with new business APE up 23 per cent over prior year, to deliver an overall 7 per cent
increase for the year. In Thailand, we saw growth of 37 per cent driven by our bancassurance capabilities. The Philippines delivered growth of 50 per cent, refl
ecting increased agency activity and the success of partnership distribution.

[Graphic Appears Here]

Barry Stowe

Chief Executive

Prudential Corporation Asia
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[Graphic Appears Here]
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The US is the world�s largest

retirement savings market, with

large cohorts of the 78 million

baby-boomers1 reaching retirement

age each year, creating significant

demand for retirement income

products. Our strategy in the

US is to take advantage of this

profitable growth opportunity. Business

4m unit

customers review

Note

1 Source: US Census Bureau. Business

review

[Graphic Appears Here]
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Insurance operations continued

United States: build on strength

�Jackson�s strategy remains focused on providing value

to its customers and driving shareholder value while

operating within a conservative risk management

framework. This approach has enabled us to successfully

navigate the significant macroeconomic and financial

market challenges of the last five years and ensured

a continuation of our strong performance in 2012.�

Mike Wells

President and

Chief Executive Officer

Jackson National

Life Insurance Company

New business profit Total IFRS operating 2013 financial objective

profit Deliver Ł260 million

Ł873m +7% Ł964m +48% of net cash remittance

Ł815m to the Group*

Ł651m

2011 2012 2011 2012

Financial performance AER CER

2012 Łm 2011 Łm Change % 2011 Łm Change %

APE sales 1,462 1,275 15 1,290 13

New business profit 873 815 7 825 6

Total IFRS operating profitnote 964 651 48 659 46

Total EEV operating profit 1,610 1,431 13 1,448 11
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Note

Comparatives adjusted for retrospective application of the accounting

policy change for deferred acquisition costs as discussed in note A5 of

the IFRS fi nancial statements.

*The net remittance objective for Jackson was increased from Ł200 million

to Ł260 million to refl ect the positive impact of the acquisition of REALIC.
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Market overview

The United States is the world�s largest retirement savings market. Each year, many of the 78 million �baby- boomers� reach retirement age, which will trigger a shift
from savings accumulation to retirement income generation for more than US$10 trillion of accumulated wealth over the next decade1.

This demographic transition constitutes a signifi cant opportunity for those companies that are able to provide the �baby-boomers� with long-term retirement
solutions. Jackson takes a selective approach to this opportunity by leveraging its distinctive distribution capabilities and asset liability management expertise to
offer prudently priced annuity products.

Despite the challenges faced by the global economy, US equity markets delivered strong gains in 2012. The S&P 500 index increased by 13.4 per cent over the
course of the year and market volatility declined notably from the levels experienced in 2011. Interest rates remained historically low with the 10-year treasury rate
ending below 180 basis points at year end, while corporate spreads tightened considerably from 2011 year end levels.

The competitive environment continues to favour companies with good fi nancial strength ratings and a track record of fi nancial discipline. Companies that were
hardest hit by the market disruptions over the last few years still have to work to regain market share as customers and distributors seek product providers that
offer consistency, stability and fi nancial strength. Jackson continues to benefi t from this fl ight to quality and heightened risk aversion.

Notes

1 Source: US Census Bureau.

2 Sources: Morningstar Annuity Research Center (MARC) Third Quarter 2012 Sales Report© and Fourth Quarter 2011 Sales Report©. © Morningstar, Inc.

All Rights Reserved. The information contained herein: (1) is proprietary to Morningstar and/or its content providers; (2) may not be copied or distributed; and
(3) is not warranted to be accurate, complete or timely.

Neither Morningstar nor its content providers are responsible for any damages or losses arising from any use of this information. Past performance is no guarantee
of future results.
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Business performance Business

Jackson�s strategy remains focused on providing value to its unit

customers and driving shareholder value while operating within

a conservative risk management framework. This approach has review

enabled us to successfully navigate the significant macroeconomic

and financial market challenges of the last five years and ensured

a continuation of our strong performance in 2012.

In 2012, Jackson delivered APE retail sales of Ł1,424 million, Business
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