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That was last year, this is the progress



Prudential Corporation

Prudential is one ot the world's largest and strongest

financial services groups. Its main businesses are life

assurance and pensions, life and general reinsurance, general

insurance and investment management.

Prudential has more than eight million customers and is

Britain's biggest institutional investor with funds under

management in excess of .Ol billion.
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Review of the Year

The most significant of these changes is

the initiative to reorganise the structure and

operating practices of our staff in the field. Tony ..f

Freeman and his management team are aimi^ '

During 1991 we completed the restructuring of our direct

sales force ahead of schedule.

.eptable terms.

Whilst the results of general insurance

business are cyclical, losses of the order seen in

i°90 cannot be sustained. A number of signifies

-i . , . , . ' . • ' h e . ' ' \ ; > . - n m a d e •*••'•

..^nt inrormarion m.. .

!::ie Corpor.inon. i am confident that we are

".»:-i :irrn;v rccussed on the critical pulses of the

reinsurance business and that as conditions in

markets improve — as the recent •;_-, •*

There was a. strong underlying improvement in profits from

Mercantile and General's long-term business.

The closure of our general insurance broker business in the

United Kingdom will release working capital and improve

the quality of future earnings.

.± million, reflecting the continued ^

of the life fund. In America, Jackson National Life

maintained its profitability in a difficult market.

Long-term business profits from our reinsurance

-v Mercantile and

Profits from our United States subsidiary Jackson National

Life more than doubled to -£60m.

_cH';ce Division I am determined also to
f

.->. :!:c Group become much more effective in ,

-'iiiiig Prudential's life, pensions and |J

ivestment products through other major

Tnitcd Kingdom distribution channels.

In pursuit of this fljjijjJjjJi^» »'*'-•••*''*"'•''

We have significantly increased our share of the

independent financial adviser market in the United

Kingdom. IFAs accounted for over 4T33Om sales of our

new investment contract, the Prudence Bond.
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Financial Overview

Profit Summary

1991 1990

Profit on ordinary activities before tax

Profit attributable to shareholders before extraordinary items

Profit attributable to shareholders after extraordinary items

Earnings per share

Dividend per share

f267m

7.5p

11.Op

£243.8m

£111.2m

£144.0m

6.0p

10.3p

Gross Premium Income

billions General Insurance Long-term Business

87 89 90 91
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Earnings per share pence Dividend per share pence

11.0

7.5

91

Profit before tax £ millions

385

(1*5.0)

:.&

(149)

Long-term
business

91

91 Estate agency

31

91

Shareholders'
other income

267

Total

General insurance
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Chairman's Statement

1991 was another difficult year for the insurance industry.

Recession continued to affect our major markets and

general insurance results were again very poor. Nevertheless

I believe that as a result of the actions we have taken,

Prudential is now in much better shape and well positioned

to take advantage of future opportunities.

Pre-tax profits increased by 9% to .6267m. Earnings per

share rose by 25% and we decided to increase the total

dividend for the year by 6.8% to 11.0 pence per share.

The main focus of Prudential's operations is its

long-term insurance and savings business; the prospect

for future growth in these markets is encouraging.

Demographic change means that throughout the major

economies populations are growing older. As a result,

governments have paved the way for the private sector to

compete in providing retirement benefits which the State

alone would be unable to offer.

Prudential looks after the savings and investments of

some eight million customers worldwide. As the United

Kingdom's largest life insurer we have the financial strength

and stability which individuals can rely on and which they

find particularly reassuring in times of uncertainty.

Since Prudential was established in 1848 we have been

entrusted with the savings of many millions of individuals.

It is a responsibility we are well qualified to shoulder.

In particular, we recognise how important it is that

individuals should feel confident that the product they buy

will meet their needs. We have therefore welcomed the

trend towards tighter regulation in the financial services

sector. At the same time it must be recognised that a balance

needs to be struck and the cost of regulation to the consumer

should not be allowed to outweigh the benefits. The

United Kingdom's life insurance industry is one of the

most competitive in the world and provides policyholders

with excellent value for money. We shall play a full part

in the continuing discussions as to the future of the

regulatory system.

As Britain's largest institutional investor we devote

considerable resources to investment management. We take

an active stance in exercising our responsibilities as a

shareholder and we welcome the constructive discussions

now taking place on matters of corporate governance.

We believe that boards should comprise a balance of

executive directors and independent non-executives. We

also believe that committees of the board such as the audit

and remuneration committees should consist wholly or

largely of experienced non-executive directors. The

membership of our own committees is set out on page 25.

Over the years we have reviewed from time to time the

working of our own board. As a result of our last review, we

decided that the board would operate more effectively with

a smaller number of directors and you will see that over

the last two years the size of the board has been reduced

from 20 to 15. Nevertheless, we remain of the view that

in our case independent non-executive directors should

be in the majority and we intend to announce further

appointments in the coming year.

We have also reviewed how best we can link the

remuneration of our senior executives to long-term

performance. As a result, with effect from 1992, we have

cancelled the former cash bonus scheme and replaced it

with an equity based scheme, which encourages senior

executives to buy shares in Prudential and hold them for a

minimum of five years.
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Three directors retire at the Annual General Meeting.

The Rt Hon Lord Hunt of Tanworth joined the board in

1980 and was Chairman from 1985-1990. As a former

Cabinet Secretary his experience has been particularly

valuable to us. The Rt Hon Lord Butterfield, who had a very

distinguished academic career, including being Vice

Chancellor of Cambridge University, retires after 10 years

on the board. Mr Julius Neave who joined the board in

1982 also retires. Prior to his joining the board he had been

managing director of Mercantile and General and had given

many years of distinguished service. I thank them all most

warmly for the contribution they have made to the affairs of

the Corporation.

Mr Keith Bedell-Pearce joined the board at the beginning

of 1992 as an executive director. In 1991 he was appointed

chief executive of Prudential Financial Services and has

been responsible for launching the extension of our business

into the independent financial adviser market.

Sir Trevor Holdsworth completes his term as deputy

chairman at the Annual General Meeting but will remain on

the board. The directors intend to elect Sir Alex Jarratt to

succeed him as deputy chairman and I am very pleased that

Sir Alex has agreed, given that he has previously served in

this capacity for four years.

Finally, I thank all Prudential staff throughout the world

for their very considerable efforts and continued support.

Sir Brian Corby Chairman, 16 April 1992

Sir Brian Corby, seated in the

traditional Chairman's chair

which features the Corporation's

symbol of Prudence.

Prudential Corporation pk



Prudential Corporation pic Annual Report

Review of Operations

Mick Newmarch, Group

Chief Executive, pictured

outside Prudential's head

office at 142 Holbom Bars,
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Introduction

In last year's Annual Report I devoted some time to

describing actions which we had been taking aimed at

improving the competitive positions of our major

businesses for the medium and longer term future. This

year I should like to report on the progress we have

made during the past year and describe in some detail

certain new initiatives.

In this Review you will see direct references to some of

last year's remarks. By their very nature most annual reports

tend to concentrate on the events of the past year.

However, given our main businesses are long-term, we

think it appropriate to provide our shareholders with a

feeling of the continuity in the management of the

Corporation's affairs.

The economic environment in 1991, as in 1990,

continued to be difficult. The developing worldwide

recession affected not only the United Kingdom but also

many of our overseas markets, generally depressing

consumer confidence and inhibiting individuals from

committing themselves to regular long-term savings

contracts. As a result annual premium sales remained

largely static. However, we achieved a marked increase in

the sale of single premium policies. We can attribute this

to two particular factors. Firstly, as interest rates have fallen,

customers have tended to move their stored short-term

savings into longer-term products. Secondly, the adverse

publicity attracted by the affairs of a number of lesser

financial organisations has prompted a movement towards

well-known and reliable institutions, a "flight to quality".

Another by-product of recession has been the increase

in the level of claims on general insurance policies. Our

general insurance operations again produced substantial

losses. However, as a result of the decision to close our

United Kingdom broker business, announced with our

figures in March, losses on this scale should not be

repeated in future years.

In the following pages I shall describe the main actions

we have taken to improve the profitability of our

businesses, beginning with the main focus of the Group,

long-term business.
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