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PRLDEN[TIAL

Prudential Corporation is the major life insurance company in the
United Kingdom and one of the largest in the world. Prudential
meets the savings and retirement needs of nine million customers
in the United Kingdom, the United States and Asia.
Prudential's success is built on the strength of its brand, its
distribution management skills, marketing and product
development expertise, investment management experience and
financial strength.
Prudential has a solid reputation for integrity and fair dealing
which has been built up over nearly one hundred and fifty years.

1996 Highlights
— Operating profit from continuing operations up 14 per cent
— Total dividend increased by 10 per cent to 17.3 pence per share
— Worldwide single premium sales up nearly 70 per cent
— Funds under management of £91 billion
— Accruals basis shareholders' funds of £5.8 billion
— £766 million profit on sale of Mercantile & General Reinsurance
— Banking operation launched in UK

Financial Summary

Operating profit from continuing operations

Profit on ordinary activities before tax

Operating earnings per share

Dividend per share

1996

£691 m

£1,614m

34.1p

17.3p

1995

£604m

£ 1,044m

28.7p

15.7p



Pnideprtiat Corporation pk Annual Report 1996 i

\\

OPERATING PROFIT - CONTINUING
OPERATIONS (EM)

PRUDENTIAL SHARE PRICE
FT-SE ALL SHARE

Source. Datastream



Prudential Corporation pic Annual Report 1996

Chairman

1996 was a year of real achievement

for Prudential. Sales and profit

grew in all our major operations

around the world and the strategic

work which has recently been

undertaken by the management of

your company reaped real rewards.

We started a banking business in

the UK and we sold the Group's

reinsurance subsidiary Mercantile &

General at a satisfactory price.

Furthermore, we expanded our

product and distribution base in

the United States and extended our

franchise in Asia. We are now

clearly focused on the profitable

development of our retail financial

services and fund management

operations in our chosen markets

around the world. In addition we

continue to develop our range of

products and our distribution

channels and we are particularly

proud of our well-trained UK

direct sales force.

Reflecting the strength of

Prudential's business and the

sustained implementation of our

strategy, operating profit from our

continuing operations rose by

14 per cent to £691 million,

while operating earnings per share

increased by 19 per cent to

34.1 pence per share. Given these

results and our confidence in the

continuing success of our business,

the Board has decided to increase

the total dividend by 10 per cent

to 17.3 pence per share.

A prudent, effective and efficient

investment management operation

underpins all our businesses around

the world. A reputation for

consistently good investment

performance, coupled with security,

gives us a competitive advantage

and in more recent times has

become an increasingly valuable

asset. Prudential Portfolio

Managers (PPM) invests over

£90 billion on behalf of our nine

million customers and external

clients around the world with the

aim of securing superior investment

performance. The success of this

policy was demonstrated last year

when the Group's £41 billion with-

profits fund again outperformed the

competition and the company won

six Micropal awards for investment

performance. In addition, PPM's

long-term investment record was

demonstrated by this year's

maturing UK personal pensions

policies, where the average

customer, paying regular premiums

for 25 years, received an annual

rate of return of 15 per cent on

their savings.

The activity of collecting the
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savings of millions of individuals

around the world and investing

them profitably in industry and

infrastructure is a vital one that

benefits not just our policyholders

but society as a whole. A stable and

reliable source of capital is essential

for any economy, whether mature

or developing. PPM plays a pivotal

role in providing capital for

business, always investing with the

intention of maximising long-term

shareholder return but mindful of

the need to contribute to the

success of the economy and society

in general. PPM's policy of

investing for the long-term thus

serves the dual function of earning

superior returns for our

policyholders and providing secure

finance for industry and commerce.

Since our last annual report,

John Maxwell, who was an

executive director, has left

Prudential. We thank him for the

contribution he made to the work

of Prudential and wish him well in

his new role.

Ann Burdus has joined our board as

a non-executive director. She has

had a long career in market

research and advertising and her

extensive experience across a wide

range of businesses will undoubtedly

prove to be very valuable to us.

Indeed, it is already doing so.

We have a first rate team managing

our business. This team combines

insurance experts with others

recruited from a wide range of

business backgrounds. The benefits

of their work are evident in our

1996 results.

Our group chief executive,

Peter Davis, who leads this team,

is to be congratulated on the

knighthood he received in the

New Year Honours list for his

contribution to training

and industry.

However, the progress we have

made was only possible by virtue of

the diligence, dedication and

enthusiasm shown throughout the

year by the entire staff of the

Prudential Group around the

world; I would like to thank them

all for their contribution to

Prudential's continued success.

Sir Martin Jacomb

Chairman
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^ Group Chief Executive's Review

Operating profit 1996
Prudential UK

Insurance
Banking

Jackson National Life
Prudential Asia
Other international

operations
Prudential Portfolio

Managers
Other (including interest

payable)
Total continuing

operations
Discontinued operations
Total operating profit

£m

398

(54)

328

12

14

35

(42)

691

182

873

] 995 £m

370

(20)

241

11

15

32

(45)

604

200

804

1996 was very successful for

Prudential. It was a year in which

we posted record profits and a year

in which sales reached new levels

in each of our three main markets.

As well as continuing to grow our

businesses profitably, 1996 was the

year when we made substantial

progress in repositioning

Prudential as a global retail

financial services and fund

management company.

Following the strategy review we

undertook in 1995, we decided to

focus our operations on retail

financial services and fund

management. This resulted in

the sale, for a substantial profit,

of our reinsurance company,

Mercantile & General.

One of the reasons we have chosen

to concentrate on retail financial

services is the fundamental change

that is taking place in each of the

markets in which we operate.

People are living longer and

securing a comfortable retirement

is becoming a more urgent priority.

Increasingly governments are

unable to satisfy this need and are

passing greater responsibility onto

individuals. With our financial

strength and sound reputation, this

trend offers a tremendous business

opportunity for Prudential.

Consolidation of the financial

services industry is taking place

around the world; for example,

banks are increasingly selling

insurance and investment products.

As a result, although Prudential is

traditionally known as an insurance

company, we are now increasingly

focused on savings and investment

products and in the UK we are

expanding our range to include

traditional building society

and banking products. This

convergence makes critical mass an

important issue; hence the sale of

our small Dutch company.

Our future role will not just be as

an insurer, but as a company that

collects a wide range of savings

from our customers and invests

them wisely and well.

In 1996 operating profit from
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1996 GLOBAL REGULAR PREMIUM SALES (£M)

Olfief international. /
operations £S8rn "'

Prudenftfll Asia
£103m "

1996 GLOBAL SINGLE PREMIUM SALES t£M)

1996 SLOBAL OPERATING PROFIT i£M)

Prudential ftjrljo
Managers £35m

Oilier inieriianonal
oper-ations £14m

J
Wan
£323m

identisl UK
£344m
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continuing operations grew by

a healthy 14 per cent to

£691 million. This growth was

achieved after a £54 million

investment in our new banking

business and, excluding this,

underlying profit was 19 per cent

ahead. The increase in profit was

driven by continuing strong results

from Jackson National Life in the

US and a solid increase in profit

from Prudential UK's savings and

general insurance operations. The

global reach of the Prudential

Group is demonstrated by the

fact that half of our profit and

sales now comes from our overseas

businesses.

In the UK, it remains our ambition

to acquire more customers and

expand both our product range and

distribution capability. The launch

of our banking operation in

October last year is one of the first

steps towards achieving that

ambition. We continue to examine

further opportunities to realise

our objectives organically and

via acquisition.

As you are probably aware, we have

also submitted a bid to acquire the

mutual insurer, Scottish Amicable.

If successful, this acquisition will

strengthen our Independent

Financial Adviser (IFA) operations

in the UK and broaden our product

range in that market.

In the US, the success of Jackson

National Life is readily apparent in

our results and we intend to build

on this success to ensure the long-

term growth and profitability of

this business.

In Asia, we have a clear strategy

and a proven track record. We

continue to work hard to obtain

operating licences in those

countries we have identified as new

markets, as well as building the

value of both our established and

our new operations.

Since my last report to you in

September, we have completed the

sales of our reinsurance subsidiary,

Mercantile & General, to Swiss Re

and our Dutch company, Prudential

Leven, to Achmea. These disposals

generated proceeds of £1.8 billion

which are now available to further

our strategic objectives.

As we have reported previously, we

initiated discussions in March last

year with the Department of Trade

and Industry regarding the

'unattributed assets' that rest

within our UK with-profits funds.

These discussions are by their

very nature complex and we

expect they will continue for

some time yet.
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In the UK the review of personal

pensions initiated by the Securities

and Investments Board (SIB), has

attracted considerable adverse

publicity for the industry, and

indeed for Prudential, over the

last few years.

As the UK's largest provider of

personal pensions, the SIB pensions

review is a huge logistical exercise

for Prudential and one to which we

have committed considerable time,

energy and resource. The 250

strong team we have working on

this project began in 1995 with

one million cases to examine. To

date we have found that 95 per

cent of these cases do not require

further examination. We are

working extremely hard to

complete the remainder of the

exercise as quickly and as

thoroughly as possible. No one

is keener than I am to resolve

this issue.

Some of you may have seen that we

have relaunched the Man from the

Pru advertising in the UK. The

Man from the Pru is a powerful

brand image and one that, in these

increasingly competitive times, we

could not merely allow to remain

on the shelf and gather dust. The

new Man from the Pru is designed

to build on our traditional values of

security, reliability and individual

service, and to add the more

modern attributes of efficiency,

flexibility and investment

excellence.

To conclude, we had a good year

in 1996. We have a tightly focused

strategy and first class management

team. Our excellent results and the

successful disposals we completed

last year have further strengthened

an already strong financial position.

We are reaping the results of hard

work done in prior years and are

continuing to lay the foundations

for our long-term future. We will

continue to work to increase the

value of Prudential for you, our

shareholders.

Sir Peter Davis

Group Chief Executive

\
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Prudential UK
Profit (excluding bank costs) £398m

Regular Premium Sales

Single Premium Sales

Gross Premiums

Assets

Number of Customers

Number of Employees

(including 6,300 strong salesforce)

£303m

£3.6bn

£5.5bn

£52bn

6.0m

16,500

In its first full year of operation

after the merger of our direct

salesforce and IFA operations,

Prudential UK enjoyed some

notable successes. Profit from the

savings and general insurance

businesses increased by eight per

cent, single premium sales rose by

71 per cent and, with the launch of

the banking operation, Prudential

UK is now a broadly based

financial services organisation.

Philip Segger from
Norfolk is enjoying
the benefits of tax
free savings with a
Prudential PEP.

Main products: Personal pensions, group

pensions, with-profits savings, investment

bonds, PEPs, life insurance, home and

motor insurance, mortgages and deposit

accounts.

Chief Executive Jim Sutcliffe

Profit

Profit from Prudential UK's

insurance and investment business

rose from £370 million to

£398 million. As planned,

£50 million was invested in the

new banking operation and this

business incurred a small trading

loss of £4 million. Profit from

the savings business grew by six

per cent to £323 million, while

the home and motor insurance

operation again produced an

excellent return on capital, where

mild weather and continuing tight

expense control produced a profit

of £75 million, up 17 per cent

on 1995.
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Assets
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Number of Employees

(including 6,300 strong salesforce)
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£5.5bn
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6.0m

16,500

In its first full year of operation

after the merger of our direct

salesforce and IFA operations,

Prudential UK enjoyed some

notable successes. Profit from the

savings and general insurance

businesses increased by eight per

cent, single premium sales rose by

71 per cent and, with the launch of

the banking operation, Prudential

UK is now a broadly based

financial services organisation.

Philip Segger from
Norfolk is enjoying
the benefits of tax
free savings with a
Prudential PEP.

Main products: Personal pensions, group

pensions, with-profits savings, investment

bonds, PEPs, life insurance, home and

motor insurance, mortgages and deposit

accounts.

Chief Executive Jim Sutcliffe

Pro f i t

Profit from Prudential UK's

insurance and investment business

rose from £370 million to

£398 million. As planned,

£50 million was invested in the

new banking operation and this

business incurred a small trading

loss of £4 million. Profit from

the savings business grew by six

per cent to £323 million, while

the home and motor insurance

operation again produced an

excellent return on capital, where

mild weather and continuing tight

expense control produced a profit

of £75 million, up 17 per cent

on 1995.



Prudential UK has launched a
reinvigorated Man from the Pr
advertising campaign designed to
reinforce Prudential's position as
a leading financial services brand.
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