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Prudential Corporation plc

Prudential Corporation ple is the largest life insurance company in the United Kingdom
and onc of the leading life insurance companies in the world. Ic has funds under
management of £72 billion, representing che savings and investments of more than eight
million customers worldwide.

Strategically, Prudential is focused firmly on meeting people’s needs for medium to long-
term savings, financial security and retirement in its three main markets of the Uniced
Kingdom, the United States and Asia and Southern Pacific.

In all of its markers, Prudential gains competicive advantage from che strength of its brand, 1
its discribution management skills, its marketing and product development expertise, its
investment management experience and its widely perceived financial screngeh.

Prudencial’s scrategy aims to satisfy shareholders, customers and employees. Yor
shareholders, Prudential aims to deliver long-term value and an ateraceive and steadily rising
flow of dividends. For customers, Prudential aims to provide good value and prudent
collective investment opportunitics, offered clearly and fairly. For employees, Prudential
aims to offer personally satistying and appropriately rewarding careers in an open,
sympathetic and dynamic environment.

In all ies dealings, Prudential places a particular emphasis on maintaining and developing its

reputation for integrity and fair dealing which has been built up over nearly 150 years.
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m— e
FUNDS UNDER MANAGEMENT UK LIFE SECTOR MARKET CAPITALISATION

as at 31 December 1994

80" £72bn

United Friendly 2.9%+

£76bn
£62bn Transatlantic 7.5%:+
60- £51bn Refuge 2.9%
£43bn
40+
20+
O.

1990 1991 1992 1993 1994 Prudential 45.1%-=

-Britannic 5.6%

-Legal & General
16.0%

-Lloyds Abbey Life
17.2%

sLondon & Manchester
2.8%

Main Areas of Operation

United States United Kingdom Malaysia

Australia

Singapore : New Zealand

Hong Kong
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Financial Overview
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STATUTORY PROFITS

£589m £603m
£406m
£182m
£44m
|
1990 1991 1992 1993 1994

LONG-TERM ACCRUALS PROFITS

£655m

£738m

£807m

£887m

£673m

1990

1991

1992

1993

PRUDENTIAL SHARE PRICE
(pence)

B high

2 low

1994

1990

1991

1992

1993

1994

e

TOTAL DIVIDEND PER SHARE

14.4p
15 13.2p
11.9p

103p 110P
10+
5.
Q-

1990 1991 1992 1993 1994
e

ANNUALISED* SAVINGS AND PROTECTION
NEW BUSINESS

Other International £47m=

Mercantile &
General £138m+

Us £180m-

UK £574m

Asia &
Southern Pacific
£193m-

*(Annual contributions + 10% of single contributions)

.

PRUDENTIAL SHARE PRICE
FT ALL SHARE INDEX
(pence) W Prudential

400+ B T all share (rebased)

350

300-

250

200+

150-

1990 1991 1992 1993 1994
(Source: Datastream)
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Chairman’s Statement

Prudential is a truly
international business.
Nearly half of new
business sales come [rom

ontside the UK

Stacutory profics in 1994 increased to
£603 million, while carnings per share
grew from 21.0 pence to 214 pence. We
are committed to enhancing the value of
our Company for shareholders and we aim
to provide a steadily rising stream of
dividends. Given the Company’s
performance in 1991 and our confidence
in the future, we have declared a final
dividend of 9.5 pence per share, which
brings the total dividend tor the year to
111 pence, an increase of 9.1 per cent.
On an accruals basis, profics fell to £799
million. This was primarily due to falls in
investment markets. A full explanacion of
our accruals basis results can be found on
pages 54 to 62,

Strategically, we are irmly focused on
meeting the medium to long-term
savings, financial securicy and retirement
needs of individuals in our chosen markets
of the United Kingdom, United States
and Asia and Southern Pacific. The
management actions we have taken to
implement our strategy and provide the
best possible long-term recurn for

our sharcholders are explained fully in our
operating review. We have a first class
Management ceam ruaning our operations
around the world and they are commicted

to the profitable growth and expansion of

our businesses.

Although based in the UK, Prudential is
an international business. Nearly half of
our new business sales come from ourside
the UK and we are very well established

in both the United States and the Asian and
Southern Pacific markees. In addition, our
reinsurance company, Mercantile & General
operates in more than 100 countrics.

Our balanced porttolio of businesses
encompassing life, general and reinsurance,
and the geographic spread of our
operations provides a sound base for
arowth and cushions us against difficulcics
experienced inany one sector or counery.
Prudential is a respected brand name and
has a powerful franchise. It is our aim to
develop our reputation and capitalise on
our strengchs to the mutual benefit of our
sharcholders, customers and employees.
As T am sure many of you are aware, Mick
Newmarch, our group chict executive,
resigned in January 1995 because he
found the relationship that had developed
berween himself and che UK retail
financial service regulacors had become
untenable. This placed him in what he
regarded as an unaccepeable posicion. He
had a long and successtul carcer wich
Prudential and we were all saddened at his

decision to resign. 1 would like to rake
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Sir Brian Corby, pictured at Prudential’s headquarters in London.

We are committed to enhancing the value of
our Company for shaveholders and we aim to

provide a steadily rising stream of dividends
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this opportunity to thank him for the
contribution he made to Prudential over
nearly 40 years.

We have now appointed Peter Davis to be
group chicef executive with effect from

I May 1995. He was most recently
chairman of publishing and informartion
group Reed Elsevier ple and joined the
Board of Prudential as a non-executive
dircceor in June 1994, His business
acumen, his experience at the helm of a
large public company and the concribution
he has made to Prudential as a non-
executive director, make him an excellent
choice. I am confident he will be
successful in helping drive forward our
business strategy.

The regulacion of UK retail financial
services is something about which we have
been concerned for some time. The
objectives of the Financial Services Act are
to give greater protection to the investor,
while at the same time ensuring that costs
are not incurred without commensurate
benefit and to ensure freedom of choice is
not unrcasonably restricred. We fully
support these objectives and believe that
aregime that strongly enforces a ser of
clearly understandable rules which
concern themselves with ‘do’s and don’es’

racher than with the "how's’ is the best way

to achieve these objectives. We were
encouraged to hear Andrew Large, chief
execurive of the Securities and Investment
Board (SIB) talking of a ‘lighter regulatory
regime’ which works on the assumption
that companies are on the whole "doing
the righe thing'. Despite recent publicity,
the UK insurance industry has provided
its customers with a high standard of
service over the years. As in every industry,
there are areas where improvements could,
and should, be made but that does not
mean the insurance industry has not
looked after its customers wich care and
prudence in the past.

We chose to be regulated directly by the
SIB in 1994, in preference to the Personal
Investment Authority (PTA). The decision
was taken by the Board after much
deliberation and our view remains
unchanged. Our relationship with the SIB
is working well and we are commitred to
ensuring that it will continue to work well
in the furure.

The SIB completed its examination of
personal pensions last year and asked cach
life insurance company to review its
personal pensions business. We are
confident chis will conhrm our opinion
that the vast majority of pensions we have

sold have been sold properly. Now we have

a clearer idea of che cost of implementing
the proposals contained in the SIB repore,
we have decided to set up prudent
provisions in our long-term funds to take
account of this. Given the size of the long-
term tunds, the provisions, which include
any expenses assoclated with carrying out
the required investigation and the costs of
compensation, are not material.

A properly regulated insurance industry is
an important asset of any developed
economy. The UK insurance industry
plays a vital role in financing the capiral
raising effores of British indusery.
Prudential has £27 billion invested in over
750 British companies and last year we
invested a furcher £487 million from our
UK life fund alone.

The collective premiums of individual
policyholders are invested on their

behalf not only in stock marker listed
companies but also in large scale property
developments, capital projects and new
expanding companies. For example,
Prudencial is in the process of
conscructing an out of town shopping
complex to serve the people of Bristol.

We are partly financing the new bridges
over the River Severn and connecting the
Isle of Skye with the Scottish mainland,

and we also invested £60 million in 15




new operations via our venture capital
activities last year.

We have been examining the way in which
we reward our senior executives and have
as a result decided not to renew the
existing executive share option scheme. In
its place we are introducing in 1996 a
restricted share plan. This plan will award
Prudential shares to executives which will
then be held in trust. The number of
shares put in trust and the number that
ultimately become the property of the
executive will depend on the Company’s
performance relative to other companies in
the FTSE 100 share index over a period of
three years. We believe linking the
rewards of our executives directly to the
performance of the Company in this way is
a becter method of providing an incentive
for our top managers.

We have been reviewing the contracts of
our executive directors and are reducing
the notice period from three years to 18
months which, we believe, to be in keeping
with what is regarded as best practice.

I shall be retiring this year after nearly 43
years with Prudential. Clearly 1 have seen
many changes, but what strikes me more
are the threads of continuity that run
through the Company, not just in the last

40 years, bur throughourt its history.
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Sir Brian Corby and Sir Martin Jacomb. Sir Brian Corby will hand over the chairmanship of Prudential to
Sir Martin Jacomb at the Company’s Annual General Meeting on 31 May.

Prudential has always been a company
that has fought hard, and sometimes long,
to build up its reputation. We have always
been a mass market company, supplying
simple savings and protection products to
the general public, with an honesty and
integrity that is at the heart of all our
dealings. These values have made
Prudential a great company. It is these
values that will continue to provide the
foundations for our future success.

The nexe few years will present great
opportunities for growth for Prudential, as
the burden of care and pension provision
around the world grows too great for
governments and they look to the private
sector to assume some of the cost.
Following the large scale re-organisations
we have undergone in recent years, we are
now well placed to capitalise on these
opportunitics for growth.

In 1994 we made significant progress
towards building and developing our
businesses around the world and I am
confident this experience will continue.
Sir Martin Jacomb will take over the role
of chairman following our annual general
meeting in May. With his wide
experience, particularly in financial
services, I am sure he will prove to be a

great asset to Prudential.

Tony Freeman, an executive director,
retired as managing director of our Home
Service division in September last vear.
He worked with Prudential for 17 years
and I would like to take this opportunity
to thank him for his help and advice
during that time.

F'am pleased to welcome Jonachan 9
Bloomer to our Board as finance director.
Jonathan joined us in January 1995 from
Arthur Andersen, where he was a senior
partner with responsibility for the
insurance industry. I am sure his expertise
will be of great value to us. T am also
pleased that Sir David Gillmore has
agreed to join the Board as a non-
executive director. Sir David retired in
August last year as Permanent Under
Secretary of State and Head of the
Diplomatic Service.

My short period as group chief execurive
this year, following the resignation of
Mick Newmarch, demonstrated clearly
what a strong management team we have
at Prudential. I thank them and all my
colleagues around the world for their
support and hard work in what has been
a challenging year. I wish them well for

the future.

Sir Brian Corby
Chairman
13 April 1995
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Financial Summary

The following is a brief summary of our
profit and sales performance in 1994,
Profits before tax on the stacutory basis
increased by two per cent to £603 million.
Profits from our savings and protection
businesses held secady ac £477 million,
while profits from general insurance
operations grew substantially to

120 million. However, pr()ﬁts from
shareholders’ other income tell 36 per cent
to £64 million due to falls in investment
markerts. In fact, falls in investment
markets during 1991 had a significant
impact on the results as a whole, reducing
profits by £66 million in comparison

with 1993,

Savings and Protection Business
Our savings and protection businesses
around the world provide some three
quarters of Prudential’s profics. Broadly
half of these profits come from our
operations in the United Kingdom, one
quarter from Jackson National Life and
one fifth from Mercantile & General. The
remainder comes from our internacional
operations in Asia, the Souchern Pacific
and Europe.

Profies fell in both the UK and che US.

This was duc to sharcholders financing

sales of unit-linked business in the UK
and changes in the financing of certain
products in the US. Both of these factors
will depress profics only temporarily and
in the longer term should stimulate profic
growth. The falls in profics in the UK and
the US were, however, offset by profic
growth in Mercantile & General and our
businesses in Asia, the Southern Pacific
and LEurope, coupled with the absence of
losses from our Canadian business.
Overall, worldwide sales of savings and
protection products grew, with sales of
annual contriburtion products increasing
slightly to £620 million and sales of single
contribution products holding steady at
£5,121 million. Over a chird of our annual
contribution sales now come from outside
the UK, while 56 per cent of single
contribution sales come from our
international businesses.

In a difficult market, sales in the UK

held up well last year, falling by only

rwo per cent on an annualised basis. This
performance was offset by a large growth
in sales from Jackson National Life, plus
improved sales from Mercantile & General
and our businesses in Asia and the

Southern Pacific.

General Insurance Business

The increase in profits from our general
insurance operations resulted from a
much improved performance from our
UK personal lines business, where profics
increased by 49 per cent to L91 million,
and a substantial increase in profits to
£29 million from the general reinsurance
activittes of Mercantile & General.

Our general insurance operations are

now performing well and are making a
significant contribution to Prudential’s

earnings.

Sharcholders’ Other Income

Falls in investment markets during 1994
led to a decline in shareholders” other
income from £100 million to £64 million.
Our UK unit trust and personal equity
plan (PEP) business benefited from
significant groweh in PIEP sales and
produced a profic of £4 million, compared
with £1 million last year. Profits from
investment management held steady at
£23 million.

We would now tike to review the
operations of our major businesses in more
detail beginning with our savings and

protection businesses in the UK.
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Prudential’s executive directors pictured at the Company’s headquarters in London.
John Maxwell, Jonathan Bloomer, Hugh Jenkins, Jim Sutcliffe and Keith Bedell-Pearce.







