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Our year in numbers \%

Summary financials

2018

Changeonanactual  Changeonaconstant
2017

exchangeratebasis®  exchangerate basis®

Adjusted IFRS operating profit based on longer-term investmentreturns'  £4,827m

£4,699m 3% 6%

Underlying free surplus generated?

£4,047m £3,640m 11% 14%

Life new business profit?

£3,877m

£3,616m 7% 11%

IFRS profit after tax*

£3,013m £2,390m 26% 30%

Net cash remittances from business units®

£1,732m

£1,788m

(3)% -

IFRS shareholders' funds

£17.2bn

£16.1bn 7%

European Embedded Value (EEV) shareholders' funds

£49.8bn

£44.7bn 11%

Group Solvency Il capital surplus®”

£17.2bn

£13.3bn 29%

Full-year ordinary dividend

2018

2017

Notes

1 Thisalternative performance measure is reconciled to IFRS

profitforthe yearin note B1.1 of the IFRS financial
statements.

2 Forinsurance operations, underlying free surplus generated

represents amounts maturing from the in-force business
duringthe period less investment in new business and
excludes non-operating items. For asset management
businesses, it equates to post-tax operating profit for the
period. Restructuring costs are presented separately from
the underlying business unitamount. Furtherinformation
is set outin note 10 of the EEV basis results.

3 New business profit on business sold in the year, calculated

inaccordance with EEV principles.

49.35 pence +5%

47 pence

IFRS profit after tax reflects the combined effects of
operating results determined on the basis of longer-term
investment returns, together with short-term investment
variances, results attaching to disposal of businesses and
corporate transactions, amortisation of acquisition

accounting adjustments and the total tax charge for the year.

Net cash remitted by business units are included in the
Holding company cash flow, whichis disclosed in detail in
note Il(a) of the Additional unaudited financial information.
This comprises dividends and other transfers from
business units that are reflective of emerging earnings

and capital generation.

6 The Group shareholder capital position excludes the

contribution to Own Funds and the Solvency Capital
Requirement from ring fenced with-profit funds and

staff pension schemes in surplus. The estimated solvency
positions include management's calculation of UK
transitional measures reflecting operating and market
conditions at each valuation date, which for both 2018
and 2017 reflects the approved regulatory position.
Estimated before allowing for second interim ordinary
dividend.

Furtherinformation on actual and constant exchange rate
basis is set outin note A1 of the IFRS financial statements.
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Chairman’s statement — Paul Manduca

Continuing to deliver long-term value
to our customers

I am pleased to introduce Prudential’s 2018 Annual Report. The Company
has performed well amid uncertain macro-economic conditions, continuing
to deliver value for our customers, shareholders and wider stakeholders.

We have also made good progress towards our planned demerger of
M&GPrudential from Prudential plc.

Our performance depends on the quality
of our products, which meet essential
needs for our customers. We are strongly
aware of our purpose, which s to help
people de-risk their lives and deal with
their biggest financial concerns. Our
products and services are designed and

delivered with that purpose clearly in mind.

The quality of our financial performance
during 2018 is areflection of our success in
providing value to our customers.

We have been working hard on the
proposed demerger of M&GPrudential
from the Group, which we announced in
March 2018. We remain confident that it
will result in the creation of two businesses
with distinct investment prospects, each
offering compelling propositions to
customers and shareholders. The practical
steps needed to deliver the demerger are
progressing as planned. The Board is
focused on ensuring a smooth transition
and that both businesses have the
necessary managementand board
expertise to give them the best possible
startto life after the demerger. This has
included the appointment of Mike Evans
as Chair of M&GPrudential.

Performance and dividend

The Group delivered another year of
sustainable operating and financial
performance during 2018. In view of this
performance, the Board has decided to
increase the full-year ordinary dividend by
5 per centto 49.35 pence per share. In line
with this, the Directors have approved
asecond interim ordinary dividend of
33.68 pence per share.

Board changes

Awell-run company is built through good
decision-making and execution, and robust
governance is the foundation. During a
time of both external and internal change,
the Board must be decisive and exercise its
judgement in atimely manner.

Ithas been a privilege to serve on the Board
of Prudential plc since October 2010, and
to have served as Chairman since July
2012. The Board is mindful that the
Corporate Governance Code states that
a chair should not remain in post beyond
nine years from the date of first
appointment to the Board. However, to
help provide Board stability during the
period covering the demerger of
M&GPrudential, | have agreed to remain
as Chairman until May 2021, subject to
re-election each year.

We have also looked at our wider Board
composition as we head towards the
demerger of M&GPrudential. As Chief
Executive of M&GPrudential, John Foley
will naturally stand down from the Board
as part of the transition. Having taken into
account the changed shape of the
Prudential Group post-demerger and the
reduced number of business units, the
Board has decided that the roles of Chief
Executive of Prudential Corporation Asia
and Chairman and Chief Executive of
Jackson Holdings will no longer be
executive director roles on the Board,
although they will remain on the Group
Executive Committee. John Foley, Nic
Nicandrou and Michael Falcon will not seek
re-election and will step down at the 2019
Annual General Meeting (AGM). My
thanks go to all three of them for their
service onthe Board.

Lord Turner has also announced that he

will retire from the Board at the 2019 AGM.
I would like to take this opportunity to thank
him for his significant contribution to the
Board over the last three and a half years,

as a Non-executive Director and amember
of the Risk and Audit Committees. | would

also like to welcome Fields Wicker-Miurin,
who joined the Board in 2018, and to thank
Anne Richards and Barry Stowe, who both
stepped down during 2018, for their
valuable contributions to the Board and
the Group.

Our customers and wider
stakeholders

Regardless of the nature of the external
environment and the changes we are
making to the Group, we maintain our
strong focus on delivering for our
customers. In Asia, we are developing
innovative digital solutions; in the US we
are providing new retirement propositions;
and in the UK we are making our successful
PruFund products increasingly available to
people who are looking for ways to ensure
their financial security in retirement,
including through our digital platform.

We are also taking active steps to ensure
that we are prepared for the impact of the
UK's exit from the European Union. At the
same time, we are using our customers'
capital to invest in companies and
infrastructure around the world, driving
economic growth and supporting the
communities in which we operate.

The Board is committed to ensuring that
the Group continues to make a positive
social and economic impact. In our
Corporate responsibility review, beginning
on page 70 of this Annual Report, we
provide an overview of our approach as a
responsible corporate citizen. More details
can be found in our 2018 Environmental,
social and governance report (ESG), which
will be published in May.

Our shareholders

The Board's role is to represent the
interests of all shareholders. A regular
and frank dialogue with our shareholders
ensures we are responsive to our owners'
priorities and concerns. We have an
ongoing programme of shareholder
engagement, which enables us to make
better decisions based on the well
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informed feedback we receive. | personally
find these discussions hugely valuable and
take the ideas and suggestions received
very seriously.

In addition, policy and regulatory change
can have assignificant effect on both our
operating environmentand our customers.
We are committed to developing
constructive and open relationships with
all our supervisors, as well as governments
and civil society. We are grateful for the
constructive engagement of our regulators
during the demerger process, and the
Board is committed to continuing to work
closely with them.

Our people

Prudential has always been a business built
on our people. Itis the commitment, drive
and creativity of our teams in markets
around the world that has enabled us to
deliver these results while moving towards
our demerger. The commitment of our
people to our customers is inspiring, and
understanding their needs and priorities is
afocal point for the Board. An environment
where we continually develop our talent,
reward great performance, protect our
people and value our differences is key

to delivering results such as these.

We are also determined to make sure our
people represent the diverse communities
we serve. Ensuring that our colleagues
have awide range of experience and
viewpoints is vital to our success, and the
Board has made diversity and inclusion one
of our strategic priorities. There is much to
dointhisarea, butlam encouraged by the
progress we have made.

Iamalso particularly pleased with the efforts
so many of our people make in regard to
community involvement. We have an active
programme of community investmentin our
businesses around the world, with atotal
contribution of over £27 million. Our projects
range from Cha-Ching, the financial
education platform aimed at primary-school
children, which beganin Asiaand is now
present on all four continents on which we
operate, to Prudential RideLondon, now in
its seventh year, which has raised more than
£66 million for charity, plus our many other
activities around social inclusion, education
and life skills and disaster preparedness.

Akey part of our community contribution is
made by our people volunteering their time
and skills for the benefit of their communities,
and this makes me particularly proud.

I support this activity personally through

the Chairman's Challenge, our flagship
international volunteering programme,
which brings together people from across the
Group to getinvolved intheir communities.
In 2018, more than 9,000 of our colleagues
around the world took partinthe Chairman's
Challenge, volunteering over 49,000 hours to
support 33 different projects.

Looking forward

We have delivered solid results while
making good progress towards a significant
change that we believe will secure the
long-term future for both Prudential plc and
M&GPrudential. The Board is confident
that shareholders, customers and all our
stakeholders will benefit from the creation of
the two focused and innovative companies
that will result, and that we will continue
delivering value well into the future.

Bringing Money Smarts to kids across the US

Since 2017, the Jackson Charitable Foundation
has been helping American students to form
better financial habits from the youngest ages.
Cha-Ching Money Smart Kids music videos
and activities, originally developed by
Prudential Corporation Asia, are now used

in elementary schools across the US with
programmes led by classroom teachers and
community volunteers.

‘Helping children learn money management
concepts while engaging them in fun and
memorable activities prepares them for
apromising future, said Jackie Prester,
Business and Technology Teacher,
Mansfield Public Schools, Massachusetts.
'With Cha-Ching, we are putting students
on a path to financial freedom in adulthood,
where money smart habits can positively
impact their families, communities and lives.'

Partnering with Junior Achievement USA (JA),
Cha-Ching has been incorporated into JA's
third grade classroom curriculum which is
taught in more than 15,000 classrooms
annually by community volunteers, including
Jackson associates. The Foundation has also
teamed up with Discovery Education to make
Cha-Ching available at no cost to teachers
and families through streaming services and
www.cha-chingusa.org

Between these two efforts, Cha-Ching has
reached more than 2.6 million students since
2017 and continues to grow in popularity,
teaching young people howto 'Earn, Save,
Spend and Donate!'

Paul Manduca
Chairman
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Group Chief Executive’s report — Mike Wells

Capturing the structural opportunities

ahead of us

I am pleased to report that we have delivered another year of positive financial
performance across the Group. Through the combination of our consistent
strategy, our diversified portfolio of businesses and our disciplined execution,
we have continued to produce high-quality earnings and deliver consistent
returns for our investors and good outcomes for all our stakeholders.

Our purpose is to help people de-risk their
lives and deal with their biggest financial
concerns. Whether they are starting a
family, saving for a child's education or
planning for old age, we provide them
with the freedom to face the future with
confidence through our long-term savings
and protection products, retirement
income solutions and asset management
capabilities. At the same time, we invest
our customers' savings in the real economy,
helping to drive the cycle of growth and
build stronger communities.

We serve this purpose through our clear,
consistent strategy, which is focused on
long-term structural trends and gives us
unrivalled access to the world's largest and
fastest-growing markets. In Asia, our
distinguished brand, extensive footprint
and broad product and distribution reach
across 14 markets leaves us well positioned
to serve the health, protection and savings
needs of the rapidly growing and
increasingly affluent population. We are
also a leading provider of retirement
products in the US, where the number of
people aged 65 and older is expected to
grow from 55 million in 2020 to 72 million
by 2030, and we are continuing to
enhance our product set and distribution
reach to capture the opportunity in this
market. Inthe UK and Europe, where
ageing populations provide growing
demand for managed savings solutions,
M&GPrudential is transforming itself to
meet those needs in new ways. In Africa
we are building a presence in one of the
world's most under-penetrated insurance
markets, with operations in five markets.

We are continuing to develop our product
offering and improve our capabilities in
order to meet the needs of customers in all
these markets. Across our businesses, we
are listening to our customers and creating
new and better products in response to
their changing needs. At the same time, we
are constantly upgrading our capabilities,
including, by investing in digital technology

that enables us to meet our customers'
needs more quickly and efficiently.

In March 2018, we announced our
intention to demerge M&GPrudential from
the Group, in order to create two separately
listed companies with distinct investment
characteristics and opportunities. After the
demerger, our shareholders will have
shares in Prudential plc, which will be even
better positioned to capture the structural
opportunities ahead of us, and
M&GPrudential, with greater freedom to
deploy its capital where and how it likes to
meet the changing needs of customers.

We are making good progress towards the
demerger. On the structural side, we have
established the holding company for
M&GPrudential, and we have completed
the first stages at the High Court of England
and Wales for the transfer of part of the
M&GPrudential annuity book to Rothesay.
Onthe operational side, we are moving
forward with separating the functions of
the two businesses and building new ones
to prepare M&GPrudential for its post-
demerger future. We have also raised

£1.6 billion of subordinated debt, with
substitution clauses to be activated on
demerger, supporting the capital
rebalancing of the two businesses, and

we continue to work with our regulators.

Our financial performance

Our financial performance in 2018 reflects
our focus on high quality execution of our
strategy, and is again led by our business
in Asia.

As in previous years, we comment on our
performance in local currency terms
(expressed on a constant exchange rate
basis) to show the underlying business
trends in periods of currency movement.

New business profit?increased by

11 per cent® to £3,877 million (up 7 per cent
on an actual exchange rate basis), driven

by the favourable impact of our strategic
focus of increasing health and protection

Operating profit* 4
by business and currency mix
%2018

® Asia
@ United States
® M&GPrudential

*Segmental earnings of key businesses and excludes
restructuring costs and otherincome and expenditure.

sales in Asia, the benefit of higher US
interest rates and aresilient performance
inthe UK and Europe.

Group adjusted IFRS operating profit
based on longer-term investment returns*
(‘'operating profit') was 6 per cent? higher
at £4,827 million (up 3 per cent on an actual
exchange rate basis). Operating profit
from our Asia life insurance and asset
management businesses grew by

14 per cent?, reflecting continued broad-
based business momentum across the region
and high-quality sales, with over 85 per cent
of operating income from our preferred
sources of insurance income, fee income
and with-profits. In the US, Jackson's total
operating profit was 11 per cent® lower,

with higher fee income outweighed by
anincrease in market-related deferred
acquisition costs (DAC) amortisation
expense and the anticipated reduction in
spread earnings. Inthe UK and Europe,
M&GPrudential's total operating profit was
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Innovation through partnership

In 2017, Prudential Singapore announced
acommitment to the Monetary Authority

of Singapore to be a Grand Sponsor of the
Singapore FinTech Festival from 2018 to 2022,
demonstrating our dedication to fostering
aculture of innovation, collaboration and
co-creation among financial institutions,
fintech companies and regulators globally.
The Singapore FinTech Festival is the largest
festival of its kind in the world, with the 2018
event hosting more than 250 speakers, more
than 400 exhibitors and 16 international
pavilions, and drawing close to 45,000
participants from almost 130 countries.

Prudential’s stand at the festival featured some
new tools powered by partnerships between
Prudential and local start-ups. Initiatives on
show included an instant health check through
an app that determines body fat using pictures
taken on a mobile phone, a new financial

19 per cent higher than the prior year, which
principally reflects the benefit from updated
longevity assumptions and an 11 per cent’®
increase in the shareholder transfer from the
with-profits business, which includes

a30 per cent® increase from PruFund.

The Group's capital generation is
underpinned by our large and growing
in-force business portfolio, and focus on
profitable business with fast payback of
capital invested. Overall, underlying
free surplus generation®increased by
14 per cent® to £4,047 million and cash
remittances to the Group from business
units were £1,732 million (2017:

£1,788 million). The Group's overall
performance supported a5 per cent
increase inthe 2018 full year ordinary
dividend to 49.35 pence per share.

The Group remains robustly capitalised,
with a 2018 year-end shareholder
Solvency Il cover ratio”® of 232 per cent.
Over the period, IFRS shareholders' funds
increased by 7 per centto £17.2 billion,
reflecting profit after tax of £3,013 million
(2017: £2,390 million on an actual
exchange rate basis) and other movements
thatincluded dividend payments to
shareholders of £1,244 million and
favourable foreign exchange movements
of £348 million. EEV shareholders' funds
increased by 11 per cent to £49.8 billion,
equivalentto 1,920 pence per share?®.

In Asia, we have maintained our focus on
value, whilst continuing to develop our
capabilities and reach, which build scale
and enhance quality. Our strategic
emphasis on increasing sales from health
and protection business has contributed

planning service that uses sophisticated
algorithms to predict money needs across the
customer's lifetime, and Prudential Singapore's
new PRUworks service, which provides
arange of legal, HR and employee benefit
services for SMEs in one convenient app.

Singapore is a key innovation test-bed for
Prudential as it harnesses technology to
make insurance simpler and more accessible.
Recognising that customers are demanding
greater speed, seamlessness, convenience
and control over their finances, we have been
investing in understanding customers' needs
more deeply and in creating a distinctive
Prudential customer experience across
multiple touchpoints. We are also creating
digital tools to help our more than 4,900
financial consultants in Singapore work
more efficiently and serve our customers
even better.

toa 14 per cent®increase in new business
profitin Asia, and also reflected a 2 per cent?
growthin APE sales. Our growth in new
business profit was broad-based, with 10
markets delivering double-digit percentage
increases®. Our asset management
business, Eastspring Investments, has
continued to grow, with operating profit

up 6 per cent®to £182 million.

Inthe US, Jackson remains focused on
providing financial security to increasing
numbers of individuals approaching or in
retirement, broadening its product range
and extending its distribution network,
including new relationships announced
with State Farm, Envestnet and DPL
Financial Partners. In 2018, higher charges
for deferred acquisition costs amortisation,
largely as aresult of equity market
movements in the year, contributed to
Jackson's operating profit being 11 per cent
lower. US new business profitincreased by
5 per cent, as favourable movementsin
interest rates and spread assumptions
balanced a reduction in APE sales.
Jackson's hedging programmes performed
as expected in the period of equity market
weakness experienced towards the end

of 2018, contributingto an increased
risk-based capital ratio at year-end of

458 per cent (2017: 409 per cent).

Inthe UK and Europe, both our life and asset
management businesses performed well

in 2018, with operating profit 19 per cent
higher driven by a number of items that are
not expected to recur at the same level
including the effect from updated longevity
assumptions. Our core PruFund proposition
continues to perform well, with netinflows

of £8.5 billion and the PruFund contribution
to shareholder operating profit increasing
30 per centto £55 million. New business
profitincreased by 3 per cent, broadly in
line with the increase in APE sales.
M&GPrudential asset management saw net
outflows of £9.9 billion from external clients,
including the expected redemption of a
single £6.5 billion low margin institutional
mandate. Overall M&GPrudential assets
under management'® were £321 billion
(2017: £351 billion), reflecting net outflows at
M&GPrudential asset management and the
impact of the £12 billion annuity reinsurance
agreement announced in March 2018.

Our financial Key Performance Indicators
(KPIs) continue to reflect the outcome

of the Group's strategy. Our Asia life
businesses are driven by growth in our
recurring premium base and focus on
health and protection business. Elsewhere
we are benefiting from our prioritisation of
fee-generating products across our Asia
asset management, US variable annuity
and UK and European savings and
investment activities.

A clear and proven strategy

Our clear, proven strategy is key to our
long-term positive performance, and is
focused on strong and growing
opportunities in Asia, the US, the UK and
Europe and our nascent markets in Africa.

In Asia, alarge and increasingly wealthy
population with low levels of insurance
and asset management coverage is
creating a huge and fast-growing market
for our health, protection and savings
products. Asiais driving global
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Group Chief Executive’s report — Mike Wells continued

growth, with average annual GDP growth
in our Asia life markets of 10.4 per centin
the decade to 2017, compared with just
1.9 per cent for the rest of the world™.
Furthermore, despite potential headwinds,
between 2017 and 2023 Asia is expected
to deliver 39 per cent of the world's GDP
growth'. This is creating a rapidly growing
middle class inthe Asia region, whichis
expected to double by 2030 to reach

3.5 billion people™. At the same time,
insurance penetration in Asia s just

2.7 per cent of GDP™, compared with

7.2 per centinthe UK™®, leaving the region
vastly under-insured with an estimated
mortality protection gap of US$40 trillion'
and a health and protection gap of
US$1.8trillion™. Similarly, mutual fund
penetration in Asiais only 12 per cent',
compared with 96 per centin the US™,
whilst 65 per cent of wealth in Asiais held
in cash’”. With private financial wealth in
the region growing by US$5 trillion per
year", there is considerable latent demand
for our savings solutions. These structural
drivers of growth are expected to persist
for many years to come and create a
historic opportunity for us.

We are also developing our businesses
in our newer markets in Africa, which is
one of the world's most underserved life
markets, and where the population is
forecast to grow by a billion by 2045".
We are now operating in five countries in
Africa— Ghana, Kenya, Nigeria, Uganda
and Zambia — which will increase further
with the announced acquisition of a
majority stake in Group Beneficial,

and we are excited about the growing
opportunities in this dynamic region.

We have a strong and growing opportunity
inthe US. About 40 million Americans are
expected to reach retirement age over the
nextdecade alone. Atthe same time,

72 per cent of American workers do not
have access to a defined benefit retirement
plan'®. A study conducted by the Insured
Retirement Institute and Jackson showed
that 80 per cent of Americans think that
social security will not provide enough
income for retirement', and the same
percentage are willing to pay more for
guaranteed lifetime income™. This aligns
with our retirement income products, which
are designed to help customers avoid
running out of money and provide them with
areliable cushion against volatile markets.

Inthe UK and Europe, notwithstanding the
uncertainty related to the UK's intended
exit from the European Union, a
combination of global trends and
competitive advantages is creating a

powerful opportunity for M&GPrudential.
Those approaching retirement have been
looking for new ways to ensure a
comfortable future, and since pensions
freedoms were introduced inthe UK in
2015 that demand has beenincreasing. At
the same time, the total value of household
cash depositsinthe EU is estimated at
€10trillion®, indicating the scale of the
opportunity for asset managementin the
region. Private assets under management
are expected nearly to double between
2017 and 2023%". M&GPrudential, which
already has established international
distribution, a clear focus on customer
solutions and a broad-ranging investment
capability, is transforming itself to meet
this opportunity.

New and better ways

to serve customers

We are continuing to improve the way we
serve our customers in every part of the
world in which we operate. We constantly
update our products and our capabilities
to ensure that we are fulfilling our purpose
and maximising the effect of our strategy.

In Asia, we are continuing to develop and
expand our products, distribution
capabilities and footprint and to meet the
evolving needs of our customers. During
2018, we broadened our product suite to
include tailored propositions for the
high-net-worth and corporate segments
and developed new products for customers
with specific needs, such as pre-existing
medical conditions. Our distribution
capabilities were enhanced by new digital
technology and provide a seamless and
differentiated customer experience from
point of sale through to making a claim.
At Eastspring, we also continued to roll
out BlackRock's Aladdin system across
our markets to improve efficiency. We
broadened our reach through new
partnerships with leading banks in
several markets, including Thailand and
the Philippines. Meanwhile, Eastspring
consolidated its position as the leading
retail asset manager in Asia (excluding
Japan) by establishing an on-the-ground
presence in Chinaand Thailand. Early in
2019, we also renewed our successful
regional strategic alliance with United
Overseas Bank (UOB), one of our most
successful distribution relationships in
South-east Asia, until 2034 and added
Vietnam and UOB's digital bank to an
existing partnership presence in Singapore,
Malaysia, Thailand and Indonesia.

We are also expanding our footprint in
our Africa markets. In August 2018, we
extended our long-term partnership with

COMPANIES

Management Today

Prudential, for the second yearin arow,
won the insurance category of Management
Today's 'Britain's Most Admired Companies'

awards in December 2018.

Standard Chartered Bank, which has been
ahuge successin Asia, to Ghana, and in
November we signed a long-term exclusive
partnership with Zambia National
Commercial Bank Plc (Zanaco), Zambia's
largest bank, to enable our market-leading
products to be offered to more than
amillion new customers across the country.

Inthe US, we have along and durable track
record of delivering financial success for our
consumers. We are offering new products
for fee-based advisers and have launched
new versions of our fee-based variable
annuities. We are changing the narrative
around retirement and lifetime income,
demonstrating the value proposition of

our products to regulators, investors,
policyholders and influential industry
figures. In September, we announced our
collaboration with the Envestnet Insurance
Exchange, to offer our products oniits
platform. In October, we announced a key
distribution partnership with State Farm,
further strengthening our market-leading
distribution footprint. Early in 2019, we
partnered with DPL Financial Partners to
provide our protected lifetime solutions to
independent registered investment advisers
(RIA), providing access to new opportunities
inthe independent RIA channel.

Inthe UK and Europe, as M&GPrudential
prepares for the demerger, we have been
continuing to transform what we do for our
customers and how we do it. Our PruFund
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offering continues to impress customers
with its combination of clarity, capital
growth and lower volatility. We are
investing to transform the experience of
our fast-growing digital platform, launched
in 2016, to ensure it offers a comprehensive
range of solutions for customers. In our
investment management business, we
continue to develop our private asset
capacity and now have £59 billion of
private assets under management, making
us one of the largest private credit investors
inthe world, and we are looking to expand
our differentiated capabilities across
geographies and asset classes. In 2018,
M&GPrudential also signed a new
partnership with Tata Consultancy
Services (TCS), a global leaderin T,
business process and digital services, to
enhance service for our UK and Europe
savings and retirement customers.

Throughout our businesses, we are
continuing to develop our digital
capabilities. In Asia, such initiatives are
enabling us to provide valuable and
innovative services to our customers.

In August, we announced our exclusive
partnership agreement with the UK-based
healthcare technology and services
company Babylon Health. Through the
deployment of cutting-edge artificial
intelligence technology, this partnership
will offer customers, in up to 12 of our
markets in Asia, access to a comprehensive
set of digital health tools, complementing
Prudential Corporation Asia's existing suite
of world-class protection products and
strengthening our digital future. Similarly,
at Eastspring, our robo-advice platform in
Taiwan, in partnership with Alkanza, helps
our clients meet their savings goals. We
recognise that technology continually

Notes

1 United Nations, Department of Economic and Social Affairs,
Population Division (2017). World Population Prospects:
The 2017 Revision. American population reaching
retirement age over the next decade is based on 2019
population, aged 55 to 64.

2 Embedded value reporting provides investors with a
measure of the future profit streams of the Group. The EEV
basis results have been preparedin accordance with EEV
principles discussed in note 1 of EEV basis results. See note
Il of the Additional unaudited financial information for
definition and reconciliation to IFRS balances.

3 Year-on-year percentage increases are stated on a constant
exchange rate basis unless otherwise stated.

4 Adjusted IFRS operating profit based on longer-term

investment returns is management's primary measure of

profitability and provides an underlying operating result
based on longer-term investment returns and excludes
non-operating items. Further information on its definition
and reconciliation to profit for the period is set out in note

B1 of the IFRS financial statements.

Growth rate on an actual exchange rate basis.

6 Forinsurance operations, underlying free surplus generated
represents amounts maturing from the in-force business
duringthe period less investment in new business and
excludes non-operating items. For asset management
businesses it equates to post-tax operating profit for the
period. Restructuring costs are presented separately from
the underlying business unit amount. Furtherinformation
is setoutin note 10 of the EEV basis results.

w

evolves and we embrace the possibilities
that lie ahead. Our sponsorship of
Singapore's FinTech Festival, which in 2018
had more than 400 exhibitors from 35
countries, showcasing the very latest in
digital innovation, is testament to this and
presents all kinds of partnership
possibilities. Indeed, our Singapore
business has since partnered with three of
the propositions showcased at the event.

Our leadership

InJuly 2018, we announced that Anne
Richards was resigning as Chief Executive of
M&G and from the Group's Board. | would
like to thank Anne for her contribution to
the Group's continued success. In October
2018, we announced that Barry Stowe had
decided to retire as Chairman and Chief
Executive Officer of Jackson and as an
Executive Director of the Group. Barry
made an exceptional contribution over his
12 years at the Group, first at our Asia
business, which under his leadership grew
to become the market-leading operation it
istoday, and in the US since 2015. Barry
has been succeeded at Jackson by Michael
Falcon. Formerly CEO of Asia Pacific for JP
Morgan Asset Management, Michael has
deep expertise and an impressive track
record in the industry and is well placed to
lead the next phase of our development in
North America. We continue to invest in the
right people at all levels across the Group.

Delivering value into the future

Our clear strategy, discipline and improving
capabilities have enabled us to deliver
abroad-based financial performance in 2018,
based on a close focus on our core purpose of
helping people to de-risk their lives and deal
with their biggest financial concerns. In Asia
we continue to see a strong runway for the

7 The Group shareholder capital position excludes the
contributionto Own Funds and the Solvency Capital
Requirement from ring fenced with-profit funds and staff
pension schemes in surplus. The estimated solvency
positions include management's calculation of UK
transitional measures reflecting operating and market
conditions at each valuation date, which for both 2018
and 2017 reflects the approved regulatory position.

8 Estimated before allowing for second interim ordinary
dividend.

9 Seenotelll of the Additional unaudited financial information
for definition and reconciliation to IFRS balances.

10 Represents M&GPrudential asset management external
funds under management and internal funds included
onthe M&GPrudential long-term insurance business
balance sheet.

11 IMF. 2017 GDP at January 2019 current prices.
Asiarepresents Prudential Corporation Asia’s life
business footprint.

12 Brookings Institution. Global Economy & Development
Working Paper 100. February 2017. ‘Asia’ represents
Asia Pacific.

13 Insurance penetration — Swiss Re SigmaNo 3/2018.
Insurance penetration calculated as premiums as a
percentage of GDP. Asia penetration calculated ona
weighted population basis.

insurance and asset management industries,
and our presence, scale and distribution
reach position us well to participate strongly
inthis growth. Inthe US, we continue to
provide Americans with the retirement
strategies they need, and we are confident
that this will enable us to capture additional
growthinto the future. Inthe UK and Europe,
we will continue to improve service levels and
launch new offerings, and we are making
good progress towards the intended
demerger of M&GPrudential from the Group,
which will result in two distinct businesses
that are able to focus more clearly onthe
opportunities opento us. We have an
establishedtrack record of delivering
important benefits to our customers and
profitable growth to our shareholders.

I am confidentthat, post demerger as
independent companies, both Prudential plc
and M&GPrudential will be positioned to
continue to do wellinthe future.

Mike Wells
Group Chief Executive

14 Swiss Re Mortality Protection Gap Asia Pacific 2018.
Represents Prudential Corporation Asia's life business
footprint, and use per capitaincome of working population
asthe base unitto calculate the size of the gap.

15 Swiss Re Asia's health protection gap: insights for building
greater resilience. October 2018. Represents China,

India, Japan, Korea, Indonesia, I\/\a\ayswa, Taiwan, Vietnam,
the Philippines, Singapore, Hong Kong and Thailand.

16 Investment Company Institute, industry associations
and Lipper.

17 BCG Global Wealth 2017. Navigating the New Client
Landscape

18 U.S. Bureau of Labor Statistics, National Compensation.
Survey: Employee Benefits in the United States, March
2017. Workers defined asthose employed in private
industry and state and local government.

19 The Language of Retirement 2017 - study conducted
on behalf of the Insured Retirement Institute and Jackson.

20 Eurostat: Household deposit data.

21 Preqin Future of Alternatives Report, October 2018.
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At a glance

Group at a glance

We meet the long-term savings and protection needs of a growing middle-class
and ageing population. We focus on markets where the need for our products is strong
and growing and we use our capabilities, footprint and scale to meet that need.

In 2018 the Group announced its intention to demerge its UK and Europe business,
M&GPrudential, from Prudential plc, which will result in two separately listed
companies, with different investment characteristics and opportunities.

We have always been clear about the importance of creating optionality in our
corporate structure, and decided to exercise one of those options in the interests
of both the business and all of our stakeholders.

Our purpose
Prudential helps people de-risk their lives and deal with their biggest financial concerns.

Our strategy
Our strategy is to capture the long-term  We aim to do this by: We aim to generate attractive returns
structural opportunities within our enabling us to provide financial security

) B — Servingthe protection and investment ! 2
markets, operating with discipline and to our customers and deliver sustainable

needs of the growing middle class in Asia;

enhancing capabilities through o ) growth for our shareholders. Following
innovation to deliver high-quality — Providing assetaccumulationand rigorous review, we believe that this
resilient outcomes for our customers. retirementincome productsto USretirees;  |ong_term strategy is best served through

— Offering products to new customers in the intended demerger of M&GPrudential.
Africa, one of the fastest-growing regions

inthe world: and The demerger will enable both businesses

to continue to deliver on our customer and

— Meeting the savings and retirement stakeholder commitments, but without
needs of an ageing UK and continental the requirement to compete for resources
European population. and capital internally.

10 Prudential plc Annual Report2018 www.prudential.co.uk




£657 billion

total funds under management

26 million

customers worldwide

‘9:\\
i/
PRUDENTIAL

Asia

I

piodai uoieseuNwWal 510193110 0

Leading pan-regional franchise

£151bn assets under management
94% of APE sales are regular premium

£1.2bn underlying free surplus generation

United States

I

SjusWSIElS [BIDURULY SO

Premier retirement income player

US$163bn separate account assets
US$2.2bn variable annuity netinflows

£2.4bn fee income

Africa

I

Structural growth over the last two decades has allowed our
non-European business to reach the scale where it has the
ability to self-fund its own long-term goals through disciplined
capital allocation. Prudential plc has a diversified, but highly
complementary, portfolio of businesses with access to the
world's largest and fastest-growing markets.

Prudential Corporation Asia has leading insurance and asset
management operations across 14 markets which serve the families
of the region’s high potential economies. We have been operating in
Asiafor over 90 years and have built high-performing businesses
with multichannel distribution, a product portfolio centred on
regular savings and protection, award-winning customer service
and awidely recognised brand.

Eastspring Investments is a leading asset manager in Asia and
provides investment solutions across a broad range of asset classes.

Jackson provides retirement savings and income strategies aimed
at the large number of people approaching retirement in the
United States. Jackson's pursuit of excellence in product
innovation and distinctive distribution capabilities has helped us
forge a solid reputation for meeting the needs of customers.
Jackson's variable annuities offer a distinct retirement solution
designed to provide a variety of investment choices to help
customers pursue their financial goals.

We entered Africain 2014, to offer products to new customers in
one of the fastest-growing regions in the world. We aim to provide
products that help our customers to live longer and healthier lives,
and save to improve future choices for them and their families.

M&GPRUDENTIAL

I

M&GPrudential

Long-term conviction-led investment approach

£43bn total PruFund funds under management
Operatingin 29 markets
£321bn total M&GPrudential funds under management!

The formation of M&GPrudential, the joining of two well
recognised brands with a strong track record, has created a
leading savings and investment business, ideally positioned
to target growing customer demand for financial solutions
in the UK and Europe.

With over 6 million clients across 29 markets and £321 billion' in
assets under management, M&GPrudential's vision is a business
built for the customer which is simple, efficient, digitally enabled,
capital-light, fast-growing and, above all, focused on delivery.

The combined business benefits from two strong complementary
brands, aworld-class investment capability, international
distribution and a robust capital position.

1 Represents M&GPrudential asset management external funds under managementand
internal fundsincluded on the M&GPrudential long-term insurance balance sheet.
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Our business model

Evolving to serve the future customer

Our trusted brands and strong distribution channels enable us

to understand the growing needs of our customers for long-term
savings and financial security, and to design innovative products
that meet those needs. By helping to build better lives and stronger
communities and to fuel the growth cycle, we create long-term
value for both our customers and our shareholders.

Capturing structural opportunity

Serving
customer
needs

Asia

— Low life insurance and mutual fund penetration
— Significant health and protection gap

— Growing working age population

— Increasing consumer affluence

Our businesses page 18

United States

— Increase in retirement age population
— Large and growing retirement asset pools
— Growing demand for guaranteed income

Our businesses page 26

M&GPrudential

— Ageing population
— Large and growing retirement asset pools
— Growing demand for saving and income

Our businesses page 32

... through enhanced capabilities \%

Customer service

Customers are at the heart of our strategy. We proactively listen to
both new and existing customers to understand and respond to their
changing needs. This allows us to propose financial solutions
customised for different groups, whether thatis young and
middle-aged people or those in the retirement phase of life. We

are expanding our digital infrastructure to enhance our customer
experience.

Solutions

We offer solutions for customers as they face the biggest financial
challenges of their lives. We consistently develop our product
portfolio, designing it around our customers' needs and providing
them with peace of mind, whether that be in relation to saving

for retirement or insuring against risks of iliness, death or critical
life events.

Distribution

Distribution plays a key role in our ability to reach, attract and
retain customers in different parts of the world. Building out and
diversifying our distribution capabilities, including adding digital
tools, helps ensure that we fully capitalise on the opportunities
available to us in each of our markets.

Investment for growth

We focus on strategic investment in long-term opportunities and
capabilities to drive future growth and value for our stakeholders.
We invest to improve relationships with our customers and
distributors, to create innovative products, to improve our
operating platforms and to capture new opportunities and build
new relationships. We invest in digital capabilities to empower
our distributors and improve customer service.

Risk management

We generate value by selectively taking exposures to risks that are
adequately rewarded and that can be appropriately quantified and
managed. Balance sheet strength and proactive risk management

enable us to make good our promises to our customers and create

long-term value for our stakeholders.

Group Chief Risk Officer's report of the risks facing our business

and how these are managed page 52

12 Prudential plc Annual Report2018
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... creating high-quality outcomes

Growth

£4,827/m

Operating profit' +6%2 on 2017

£3,877m

New business profit+11%2on 2017

£7563m

EEV operating profit +19%”on 2017

Cash

£4,04/m

Free surplus generation +14%2 on 2017

£1,/732m

Remittances -3%° on 2017

Capital

£17.2bn

Solvency Il surplus +29%? on 2017

232%

Solvency Il cover ratio +30pp on 2017

The Group has anumber of key performance indicators internally
to measure financial performance. Read more on page 16

Notes

1 Adjusted IFRS operating profit based on longer-term investment returns.
2 Growthrates on aconstant exchange rate basis.

3 Growthrates onan actual exchange rate basis.

... for our stakeholders.

We create financial benefits for our investors and deliver
economic and social benefits for our customers, our
employees and the societies in which we operate.

Customers

Providing financial security and wealth creation.
Read more on pages 18to 37

Investors

Growing dividends and share price performance enhance
shareholder value.

Read more on pages 16to 86

Employees

Providing an environment with equal opportunities, career
potential and rewards, enabling us to attract and retain
high-quality individuals to deliver our strategy.

Read more on pages 78to 80

Communities

Supporting communities where we operate, through
investment in business and infrastructure, tax revenues
and community support activities.

Read more on pages 80to 85

Mmaiasaro dnoin Lo

o
N
(%)
=
S
@
0@,
(2}
5
@
hel
o
2

piodai uoieseuNwWal 510193110 0

SjusWSIElS [BIDURULY SO

synsalsiseq (A33) onjeA pappaqui3 ueadoing 90

uoEULIOJUI [BUOIIPPY O

www.prudential.co.uk

Annual Report 2018 Prudential plc 13



Our distribution

Our global distribution strength

We respond to the needs of our global customers through
diverse and robust distribution channels in all our markets.

Strength and flexibility of our distribution
network gives us a distinctive advantage

Largest and most productive VA wholesale distribution
force inthe US'

+700 broker-dealers' selling agreements covering +230,000
(74%) of total US advisers?

#1 selling variable annuity contract® in the independent
channel since 2003

4 million customers

Prudential Africa

Establishing network with
market-leading initiatives
+4,000 agents

6 exclusive bank partners
Access to over 600 bank branches
2 mobile telecommunications partners

+500,000 customers

Notes

1 Independentresearch and Market Metrics, a Strategic Insight Business: U.S. Advisor Metrics
2018, as of 30 September 2018.

2 The CerulliReport Adviser Metrics 2018 and Jackson research.

3 ©2019 Morningstar, Inc. AllRights Reserved. The information contained herein: (1) is proprietary to
Morningstar and/or its content providers; (2) 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. Morningstar
www.AnnuityIntel.com. Total Sales by Company &by Contract 3Q YTD 2018. Jackson ranks #1
outof 725 VA contracts with reported salesin the Independent Channelin3Q YTD 2018

Prudential Corporation Asia

Pan-regional multi-channel
network
+600,000 agents

Multiple established bank partnerships
Access to +14,000 bank outlets

Eastspring Investments are presentin 11 Asia markets and
distribution offices in US and Europe

+15 million life customers

M&GPrudential

Diversified distribution model underpinned
by two complementary brands
£321 billion total assets under management*

Operatingin 29 markets around the world
+6 million customers

+300 Prudential Financial Planning partners

4 Represents M&GPrudential asset management external funds under management and
internal funds included on the M&GPrudential long-term insurance business balance sheet.
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Demerger update

Creating two leading companies

We are aiming to create two separately listed companies with distinct
investment prospects, capital allocation priorities and customer needs.

M&GPrudential, one of the leading savings and investments businesses
in the UK and Europe, will be an independent, capital-efficient business,
headquartered and premium-listed in London.

Prudential plc will continue to combine the exciting growth potential of
our Asia, US and Africa businesses, as a leading international insurance and
asset management group. We will also remain headquartered and premium

listed in London.

Prudential plc

Prudential
Africa

Prudential
Corporation
Asia

Chief Executive Officer: Mike Wells
Headquarters: London
Premium listing: London Stock Exchange

Prudential UK & Europe

M&GPrudential

M&G Investments

Chief Executive Officer: John Foley
Headquarters: London
Premium listing (intended): London Stock Exchange

Other listings: Hong Kong (Primary), Singapore, New York

Frequently asked questions

What is the rationale for the
demerger?

Following separation, M&GPrudential
will have more control over its business
strategy and capital allocation. This will
enable it to play a greater role in developing
the savings and retirement markets in

the UK and Europe through two of the
financial sector's most trusted brands,
M&G and Prudential, while Prudential plc
will be able to focus on the attractive
returns and growth potential of its
market-leading businesses in Asia and
the US.

Will the businesses stay in the UK?
Both businesses will be headquarteredin
the UK, and premium-listed on the London
Stock Exchange. We expect both businesses
will meet the criteriafor inclusion in the FTSE
100index.

How are we progressing?

In preparation for the demerger, we have
already completed a number of key steps,
including:

— We announced that the Hong Kong
Insurance Authority would be the
Group-wide supervisor after the
demerger of M&GPrudential;

— We raised £1.6 billion of debt in
September 2018. This debtissuance
contained a substitution clause, allowing
us to substitute M&GPrudential for
Prudential plc as the issuer;

— We established a new holding company
for M&GPrudential and completed the
transfer of the legal ownership of The
Prudential Assurance Company Limited
and M&G Group Limited to this company;

— We announced the independent Chair
of M&GPrudential in October 2018; and

v

— We completed the transfer of the legal
ownership of our Hong Kong insurance
subsidiaries from The Prudential
Assurance Company Limited
(M&GPrudential's UK-regulated
insurance entity) to Prudential
Corporation Asia Limited.

When will it happen?

We are making good progress on

the workstreams to enable the legal,
operational and financial separation of
the businesses and we are committed
to delivery with best execution. We will
provide more details on timing when
itis appropriate to do so.

What will happen to your shares?
Shareholders will retain their shares in
Prudential plc and, if the demerger
completes, receive shares in a separately
listed M&GPrudential.
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Our performance

Measuring our performance

To create sustainable economic value for our shareholders
we focus on delivering growth and cash while maintaining

appropriate capital.

Profit, cash and capital’

Prudential takes a balanced approach to performance management across IFRS, EEV
and cash. We aim to demonstrate how we generate profit under different accounting
bases, reflecting the returns we generate on capital invested, and the cash generation

of our business.

Adjusted IFRS operating profit based on longer-term investment returns?£m

The Group's business involves entering into
long-term contracts with customers, and
hence the Group manages its associated
assets and liabilities over a longer-term time
horizon. This enables the Group to manage
adegree of short-term market volatility.
Therefore operating profit based on
longer-term investment returns gives

amore relevant measure of the performance
of the business. Other items are excluded
from operating profit to allow more relevant
period-on-period comparisons of the trading
operations of the Group, eg the effects of
corporate transactions are excluded.

Group operating profitin 2018 is 6 per cent
higher on a constant exchange rate basis

(3 per cent on an actual exchange rate
basis), compared with 2017. Operating
profit from Asia life and asset management
operations was up 14 per cent on a constant
exchange rate basis (10 per cent on an actual
exchange rate basis), and M&GPrudential
was up 19 per cent. Inthe US, operating
profit was down 11 per cent on a constant
exchange rate basis (14 per centonan
actual exchange rate basis) reflecting higher
market-related deferred acquisition

costs amortisation.

A%
R
CrC

4,699
3969 4,256
3,154

2014 2015 2016 2017

4,827

2018

EEV new business profit®£m

Life insurance products are, by their

nature, long term and generate profit

over anumber of years. Embedded value
reporting provides investors with a measure
of the future profit streams of the Group.
EEV new business profit reflects the value
of future profit streams which are not

fully captured in the year of sale under

IFRS reporting.

EEV new business profitin 2018 increased
by 11 per cent on a constant exchange

rate basis (7 per cent on an actual exchange
rate basis) compared with 2017, driven by
increases in health and protection business
and pricing actions in Asia, higher interest
rates and spread assumption changes in
the US and M&GPrudential PruFund based
Retirement Account sales.

%
R
CrC

3,616
3,088
2,492
2,021

2014 2015 2016 2017

2018

EEV operating profit® £m

EEV operating profit s provided as an
additional measure of profitability. This
measure includes EEV new business profit,
the change in the value of the Group's
long-term in-force business, and profit
from our asset management and other
businesses. Aswith IFRS, EEV operating
profit reflects the underlying results based
on longer-term investment returns.

Group EEV operating profitin 2018
increased by 19 per cent on a constant
exchange rate basis (15 per cent on an
actual exchange rate basis), compared
with 2017, driven by higher new business
profit and higher contributions from the
in-force business.

pGRAT

6,598
5,497
4,840
108 l

2014 2015 2016 2017

2018
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Group free surplus generation* £m
Free surplus generation is used to measure
the internal cash generation of our business
units. Forinsurance operations, it represents
amounts maturing from the in-force business
duringthe period, less investment in new
business and excludes other non-operating
items. For asset management, it equates to
post-tax operating profit for the year.

Overall, underlying free surplus generation
increased by 14 per cent on a constant
exchange rate basis (11 per centonan

actual exchange rate basis), reflecting good
performance in each of our businesses with
Asia up 14 per cent on a constant exchange
rate basis (9 per cent on an actual exchange
rate basis), the US up 11 per cent on

a constant exchange rate basis (7 per cent
on an actual exchange rate basis) and
M&GPrudential up 21 per cent, including
the positive impact of longevity assumption
changes and an insurance recovery on
annuity review costs.

’f/ o
R
crC

4,047
3,566 3,640
3,025

2014 2015 2016 2017 2018

Business unit remittances® £m
Remittances measure the cash transferred
from business units to the Group. Cash flows
across the Group reflect our aim of achieving
abalance between ensuring sufficient net
remittances from business units to cover the
dividend (after corporate costs) and the use
of cash for reinvestment in profitable
opportunities available to the Group.

Total remittances to the Group decreased
by 3 per centin 2018, compared with
2017. Remittances from Asia, increased,
demonstrating the quality and scale of its
growth. Remittances from the US were
£342 million. Remittances from
M&GPrudential increased by 2 per cent.

1,718 | 1788 [ 1,732

2014 2015 2016 2017 2018

Group Solvency Il capital surplus®’ £bn

Prudential is subject to the risk-sensitive
solvency framework required under
European Solvency Il Directives

(Solvency Il) as implemented by the
Prudential Regulation Authority in the

UK. The Solvency Il surplus represents the
aggregated capital (own funds) held by the
Group, less solvency capital requirements.

The high quality and recurring nature of
our operating capital generation, beneficial
effects of debt issued and disciplined
approach to managing balance sheet

risks are reflected in the solvency capital
surplus, which increased to £17.2 billion
at31 December 2018.

17.2
125 133

2015 2016 2017 2018

Notes

1 The comparative results shown above have been prepared
using an actual exchange rate (AER) basis except where
otherwise stated. Comparative results on a constant
exchange rate (CER) basis are also shown in financial tables
inthe Chief Financial Officer's report on our 2018 financial
performance. CAGR is compound annual growth rate.

2 Adjusted IFRS operating profit based on longer-term
investment returns is management's primary measure of
profitability and provides an underlying operating result
based on longer-term investment returns and excludes
non-operating items. See note Il of Additional unaudited
financial information for definition and reconciliation to
IFRS balances.

3 TheEEV basis results have been prepared in accordance
with EEV principles discussed in note 1 of the EEV basis
results. See note Il of Additional unaudited financial
information for definition and reconciliation to
IFRS balances.

4 Forinsurance operations, underlying free surplus generated
represents amounts maturing from the in-force business
duringthe period less investment in new business and
excludes non-operating items. For asset management
businesses, it equates to post-tax operating profit for the
period. Restructuring costs are presented separately from
the underlying business unit amount. Further information
is set outin note 10 of the EEV basis results.

5 Cashremittedtothe Group forms part of the net cash flows
of the holding company. A full holding company cash flow
issetoutinnotell (a) of the Additional unaudited IFRS
financial information. This differs from the IFRS
Consolidated Statement of Cash Flows which includes all
cash flows relating to both policyholders' and shareholders'
funds. The holding company cash flow is therefore amore
meaningful indicator of the Group's central liquidity.

6 The Group shareholder capital position excludes the
contributionto Own Funds and the Solvency Capital
Requirement from ring fenced with-profit funds and
staff pension schemes in surplus. The estimated solvency
positions include management's calculation of UK
transitional measures reflecting operating and market
conditions at each valuation date, which for both 2018
and 2017 reflects the approved regulatory position.

7 Estimated before allowing for second interim ordinary
dividend.
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2018 performance highlights

Continued performance in key metrics: new business profit up 14 per cent!, operating
profit up 14 per cent! and underlying free surplus generation up 14 per cent!

Developed over 160 products in 2018 and added 1.4 million new life customers?

Signed an exclusive partnership with Babylon Health to provide AI-powered digital health
services in up to 12 markets across Asia

Established Eastspring’s wholly foreign-owned enterprise in Shanghai and extended our asset
management presence to Thailand, following the acquisition of TMB Asset Management

Continued expansion in China, following entry into Hunan province and 10 new cities

Retained Eastspring’s ‘Best Asia Fund House’ accolade in the AsianInvestor Asset
Management Awards

In early 2019, we renewed and expanded our successful regional strategic bancassurance
alliance with UOB

18 Prudential plc Annual Report2018 www.prudential.co.uk




Our businesses

Asia

Continued progress against our strategic priorities,
which align with the evolving and expanding sources
of demand in Asia, leaves the business well positioned
for sustained future growth.

Our business

Itis 95 years since we established our first
operations in Asia. Our long heritage and
strong brand awareness formthe
foundations of our business and today our
footprint spans 14 markets and encompasses
3.6 billion people. We have atop three
position in eight out of our 12 insurance
markets® and Eastspring, our asset
management business, remains the largest
pan-regional retail asset manager in Asia,
excluding Japan. In addition, Eastspring
retained the prestigious ‘Best Asia Fund
House' accolade in 2018, a feat that has now
been achievedinthree of the past four years.

We believe our commitment to customers on
'listening, understanding, delivering'is akey
differentiator. To fulfil this, we adopt
amulti-channel strategy with over 600,000
agents, over 300 distribution partnersand an
increasing online offering, enabling us to
serve our customers' needs in their preferred
manner. We have a proven ability to attract,
develop and retain atalented and diverse
workforce, employing over 13,000 people
with more than 40 separate nationalities and
wide-ranging industry backgrounds. This
enables us to remain at the forefront

of product development, create innovative
services for our customers and embed digital
technology to drive efficiency.

We are also able to translate these
hallmarks of our business into financial
success, with our strong performance in
2018 building upon our existing excellent
track record. Our gross premium earned
grew* by 9 per cent’ to £16.5 billion, and
renewal premiums’ grew by 16 per cent.
This helped deliver a 14 per cent' increase
in operating profit® to £2.2 billion and
grow our total assets by 11 per cent”

to £94.2 billion. We also delivered

14 per cent' growth in new business profit®
to £2.6 billion and the total embedded
value of the business grew 16 per cent’ to
£24 3 billion. At Eastspring, we managed
funds totalling £151 billion at the end of
2018, invested in over 1,600 funds.

Market opportunity

In Asia, we provide insurance and asset
management solutions that enable
customers of all ages to address their
health, protection and savings needs.
Demand for our products is underpinned
by low levels of existing coverage and is
further supported by economic and
demographic tailwinds that look set to
persist over the coming decades.

Today, consumers in Asia are both
under-insured and under-saved during
their working lives, which leaves them
inadequately prepared for retirement.

Prudential life customer and population by age'"'

® Prudential customer profile
® lllustrative future profile
® Population profile (Asia)

Working age
population

2.3bn

Over 65s

286m

Working age
population

2.5bn

Over 65s

448m

<15 16- 21- 26- 31- 36- 41- 46- 51- 56- 61- 66- 71- 76- >80
20 25 30 35 40 45 50 55 60 65 70 75 80

This is evident from the significant gap in

life insurance penetration rates compared

with developed markets. Furthermore,
the limited welfare social safety netin many
of our markets means that out-of-pocket

healthcare spend by people in Asiais three

to four times the proportion seenin the

US and UK. Collectively, these dynamics
resulted in an estimated health protection

gap of US$1.8 trillion in 2017 across the
Asiaregion®.

The economic growth potential of the

region is widely recognised and is
expected to translate into rising levels

of affluence, with 88 per cent of the

next billion entrants into the middle class
predicted to be based in Asia'®. Entering

the middle class is typically the trigger
forindividuals to protect their health and

that of their families, while also seeking

to manage and grow their wealth. Indeed,
total annual expenditure by Asia's middle
classis forecast to reach US$37 trillion

in 2030, more than double the current
amount.

Asia's economies are also benefiting

from a demographic dividend with
moderating fertility rates and improving

life expectancy. In youthful markets, such
as Indonesia, this is creating a surge in the
working age population and with that
acontinued source of demand for our

2030

<15 16- 21- 26- 31- 36- 41- 46- 51- 56- 61- 66- 71- 76- >80

20 25 30 35 40 45 50 55 60 65 70 75 80
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Our businesses

Asia continued

Middle class in Asiaas a
proportion of world middle class'
® Asiamiddle class population

® Middle class population
of the rest of the world

2015

2020 2025 2030

products. Across Asia the working age
population is forecast to grow by almost
one million people per month between
now and 2030to 2.5 billion people™.
Meanwhile, the number of those aged over
65 is projected to almost treble by 2050 to
700 million". This is expected to create
demand for new solutions in markets with
ageing populations, such as Hong Kong
and China, as individuals look to maintain
their standard of living during retirement.

Whilst these trends provide an attractive
backdrop, we need to remain diligent and
focused in our execution as a wide range
of external developments can affect our
business. The escalating trade-related

tensions between the US and China
contributed to increased equity market
volatility in the second half of 2018. The
landmark election result in Malaysia
heralded the first change in governing
party since independence in 1957 and

we have been actively discussing how we
support the new leadership in their desire
to provide greater insurance access to the
Malaysian population. In China, there was
astep forwards in easing foreign
investment in the insurance sector, with
caps on foreign ownership expected to
be lifted by 2021. Alongside these
developments, regulators across the region
are seeking to reward disciplined risk-
management practices by strengthening
consumer protection and migrating to
risk-based solvency frameworks.

We are steadfast in our conviction that the
structural drivers of consumer demand in
this region are of greater significance to
our business than short-term market or
regulatory driven events. We also
recognise that the insurance industry

is notimmune to the pervasive impact of
technology and the way this is shaping our
customers' expectations and behaviours
with regards to accessibility, service and
overall experience. These perspectives are
instrumental in guiding the decisions we
take to position our business for future
success.

Strategic priorities

Our business achieves high risk-adjusted
returns by maintaining a disciplined focus
onvalue. Two key distinguishing features
of our sales mix are the contribution from
health and protection products, which

Prudential Corporation Asia is well positioned to benefit from

long-term structural opportunities

Customer segment

High-net-worth Consultants

Agency Bank partners

New partners

Directto consumer

Emerging

Corporate

Distribution channels

Core products

Estate planning
Robo-investment

Unitlinked

Return of premium

Multi-care multi-stage medical cover
Criticalillness

Existing

Term life
Health benefit
Micro credit

Groupterm
Medical
Personal accident

collectively accounted for 70 per cent of
our new business profitin 2018, and the
high proportion of regular premiums,
which comprised 94 per cent of APE sales.
We favour this mix because it provides our
shareholders with a higher and more stable
return across market cycles. Our success in
health and protection is underpinned by
our comprehensive underwriting
processes, extensive experience and
technical capabilities of our in-house
professionals. Meanwhile, the high
proportion of regular premiums ensures we
collect a steady stream of revenues across
market cycles.

This focus on value is supported by four
strategic priorities that we believe align
with the evolving sources of demand
across the region and hence will position
our business for continued future growth.
We seek to enhance the core of our existing
business by improving our customers'
experience. Significantly, we have
extended our exclusive partnership with
UOB untilthe end of 2034 and, due toiits
success to date, agreed to expand its scope
toinclude Vietnam and UOB's digital bank.
We also continued to expand and diversify
our distribution reach with nine new bank
partnerships across six of our markets
being successfully activated during 2018,
including Siam Commercial Bank in
Thailand and O-Bank, the first digital bank
in Taiwan. The success of these
partnerships is underpinned by the quality
and competitiveness of our products, the
additional value-added services we offer to
customers and the digital tools and training
we provide to sales teams.

We simplify the process of purchasing a
policy by embracing the latest technology
and embedding this within proprietary
tools used by our agents and bank
partners. For example, over 70 per cent of
all new business was submitted through
e-point-of-sale technology. Our smart
underwriting tool, which is now used in
59 per cent of all sales, provides dynamic
underwriting that streamlines the
application process, while also
communicating instant underwriting
decisions to customers.

We also use digital technology in servicing
policies, both to improve the efficiency of
our business and to enhance customer
satisfaction. In Hong Kong we developed
the "Hospital to Prudential’ portal to
redefine the way our customers and
medical professionals manage hospital
claims, reducing the time required to
submit a claim to just three minutes.
Meanwhile, in China we have extended
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our award-winning WeChat self-service
platformto include 90 per cent of all policy
administration actions. Similarly, in
Thailand we created a new customer
services touchpoint through PruConnect,
which enables customers to quickly access
key information such as policy information,
premium certificates and nearby network
hospitals.

Secondly, we want to create 'best-in-class’
health capabilities and attained new
business profit growth of 15 per cent from
health and protection productsin 2018.
Our strategy is supported by distinctive
value-added services, such as the exclusive
multi-year partnership we signed with
Babylon, a UK-based healthcare and
technology services company. This
partnership will provide personal health
assessments and treatment information,
powered by artificial intelligence, which
will transform health provision for our
customers. This will greatly enhance our
customers' access to healthcare,
particularly for those in remote locations,
whilst empowering them to proactively
manage their health in a flexible and
cost-efficient manner.

Thirdly, we plan to accelerate Eastspring by
expanding its existing investment offering
and enhancing its distribution capabilities.
We have continued to strengthen our
in-house investment teams, which helped
us launch 51 new products in 2018. In
September, we also entered Thailand, the
largest mutual fund market in the
Association of Southeast Asian Nations
(ASEAN)"™, with the acquisition of TMB
Asset Management. Our on-the-ground

Life weighted premium income''®
£bn CER

® In-force
® New business

1.7

1.0 1.3
2009 2010 2011 2012 2013

PRUconnect

PRUconnect, one of Prudential Thailand's
latest offerings, is aimed at extending online
customer service via LINE, a popular
instant-communication mobile application
in Thailand with more than 44 million active
users. Launched inJanuary 2018,
PRUconnect provides policyholders with
adedicated web portal where they can
access policy information, make premium
payments, download premium certificates
and locate nearby network hospitals, as well
as arange of other self-service options.

PRUconnect also includes a chatbot feature,
which uses artificial intelligence to simulate
natural conversations. Customers can
submit simple enquiries to the PRUchat

bot viathe LINE app, and stay connected

to the company for assistance anytime

and anywhere.

team recently launched an Asia Pacific
Property Flexible Fund that obtained
inflows totalling US$91 million during the
week-long initial public offering period.

Finally, we intend to expand our presence
in China across both the insurance and
asset management sectors. We recently
established anew branch in Hunan and
received regulatory approval to undertake
preparatory work to establish a new branch
in Shaanxi, our nineteenth and twentieth
provinces, respectively, offering access to
over 100 million new people. This
geographic expansion is supported by the
diligent growth in our agency force, which
grew by 7 per centin 2018 to 48,000

1.2
9.2
7.7
3.5 3.5
29

2014 2015 2016 2017 2018

agents. We also formed a two-year
research partnership with the
Development Research Centre of the State
Council focused on the development of a
sustainable pension system, which is
testament to our aspirations in this market
and our differentiated capabilities. Another
major milestone in China was the opening
of Eastspring's wholly foreign-owned
enterprise in Shanghai. This enables us to
manage onshore investments for high-net-
worth individuals and institutional
investors in China, complementing our
existing asset management joint venture
with CITIC. Our first private fund has a
Chinese equities mandate and is >

Eastspring total funds
under management’
£bn

2017 2018
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Our businesses

Asia continued

expected to launch in April 2019, with
further investment strategies plannedto
follow in due course.

Customers

Our strong reputation and success to date
have been built on afoundation of excellent
customer service. During 2018, we added
afurther 1.4 million new life customers?,
bringing the total to over 15 million life
customers. Our strong retention ratio,
which remained in excess of 90 per cent,
and the consistently high proportion of
repeat sales, which last year contributed
over 40 per cent of APE sales, demonstrate
the regard and trust our customers have in
our business. These dynamics mean that
we have 24 million in-force policies in total,
with each of our policyholders holding 1.6
policies on average. In addition, our focus
on health and protection business is
reflected ina7 per centincrease in
sum-at-risk per policy, which is a leading
measure of insurance coverage. Funds
managed by Eastspring grew by 6 per cent
to £151 billion at the end of 2018, with

10 per cent growth amongst third-party
retail clients.

We maintain this advantage by constantly
striving to improve the experience of our
customers, with whom we have over

two million interactions every month,
including over 300,000 calls. Our
customers typically need us most when
they want to submit a claim as this can
signify the death orillness of a family
member. Consequently, we strive to
provide africtionless claims process at this
sensitive time. To facilitate this, our new Jet
claimstool, which is currently being used
in Hong Kong and Indonesia, can
automatically review, assess and pay
aclaim on the same day. We now have
e-claims capability in six of our businesses
and have already attained submission rates
of almost 40 per cent. We also leverage
technology in our more regular dealings
with customers. For example, our new
Virtual Assistant in Hong Kong, which
builds upon the success of our askPRU
chatbot that was launched in Singapore in
2017 and reduced call centre volumes by
40 per cent, already has answers to many
frequently asked questions from agents
and policyholders.

At Eastspring we use digital tools to help
our retail clients set and achieve their
savings goals. Our partnership with
Alkanza has enabled us to build arobo-
advisory platformin Taiwan that can
suggest portfolio rebalancing if
performance s off track and has the
functionality to show the impact of changes

PRUworks

PRUworks is a digital ecosystem designed
to help small and medium-sized enterprises
(SMEs) grow their businesses, and attract
and retain talent. A first-of-its-kind platform
by aninsurer in Singapore, PRUworks gives
business owners and their employees easy
and convenient access to insurance,
employee benefits and business solutions in
one seamless digital experience.

PRUworks is targeted specifically at SMEs,
an under-served market in need of solutions
catering to their size and budget. Wellness
solutions, a core component of PRUworks,
are offered as part of Prudential's
collaboration with healthtech companies
and include fitness monitoring, specialist
doctor recommendations and health
screenings. Participating SMEs can also
enjoy complimentary access to the
Singapore government's ‘SME Health+'
initiative, which includes programmes in
chronic disease management, healthy
eating, active living and mental wellbeing.

in parameters, such as retirement age
and contribution amount.

Products

We offer our customers a broad range of
health, protection and savings solutions
that are tailored to local market
requirements and individual needs.

Key to our ongoing success is our focus

on upgrading our product suite to add
innovative new features. Indeed, last year
nearly half of new business profit arose
fromthe 160 products that were developed
in 2018. For example, in Hong Kong we
launched a new critical illness product with
extended protection for cancer, heart
attacks and strokes, three common causes
of death, and was instrumental in
generating the 17 per cent growth in Hong
Kong's new business profit. Similarly, we
enhanced our protection product for
mothers and unborn children in Malaysia,
PRUmy child, by expanding the range of
pregnancy complications included and
extending the coverage period for
congenital illnesses. We are also actively
developing products to meet the upcoming
needs of Asia's ageing populations and
were amongst the first group of insurers to
be granted approval to offer a tax-deferred
pension product in China.

In addition, we develop products with
specialist characteristics that broaden our
offering and appeal. We have been
proponents of products that comply with
the requirements of Islamic law for many

years. Indeed, we offer such products by
default, and sales of our Syariah products
in Indonesia grew by 17 per centin 2018

to over £50 million, equivalent to over

20 per cent of our APE in this market.

This positions us as market leaders in
Indonesia's Syariah market, in addition to
Malaysia's Takaful market, with market
shares of approximately 30 per centin both
cases. We have also launched PRUvital
cover in Singapore, afirst-in-the-market
protection plan for customers with four
types of common pre-existing chronic
medical condition that previously could act
as barriers in obtaining insurance coverage.

Historically our products were targeted at
the mass and affluent market segments.
We are purposefully developing new
products to meet the needs of other
segments. In Singapore we recently
launched Opus, a proposition specifically
tailored for high-net-worth customers.
This brings a differentiated experience for
our customers and includes a dedicated
service team, wealth planners and external
experts covering trust and legal matters.
We also launched PRUworks, our new
insurance proposition for the corporate
segment to target small and medium
enterprises. Our PRUworks platformis an
all-inclusive platform that comes with a
digitally enabled HR solution for business
owners and their employees, which
provides access to employee benefits and
services alongside additional services
such as lifestyle programmes. >
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A leading pan-Asia franchise

Accelerate Asia

Compounding revenues and profits
Prudential Corporation Asiais a business
with compounding revenues underpinned
by high quality recurring income that is
uncorrelated to investment markets. The
current scale and profitability has been
achieved by increasing our customer base
and penetration across the continent.
Growth is driven by our ability to meet
customer needs through the breadth of
markets we operate in, the scale and
innovation of our operations, the
capabilities of Eastspring Investments, our
pan-Asia asset manager, and our diverse
and talented workforce.

Diversification

C
&

&
\

Operating profit by region
Fullyear 2018 %

1 Hong Kong 20% +33%
2 Indonesia 20% +0%
3 Singapore 15% +22%
4 Malaysia 9% +9%
5 Vietnam 7% +16%
6 China 7% +20%
7 Thailand 5% +5%
8 Taiwan 2% +24%
9 Philippines 2% +13%
10 Eastspring 8% +6%
11 Others 5% +3%

Growth rate vs 2017 constant exchange rates

Cambodia
Life insurance

o

Market ranking® st

Population 16m

Penetration'® 0.1%

Chinav Q

Life insurance

Market ranking? Sth

Population 1.4bn

Penetration'® 2.7%

Average health protection

gap per household® US$1,724

Eastspring

Funds under management'® £6.2bn

Hong Kong @

Life insurance

Market ranking? 3rd

Population 7m

Penetration' 14.6%

Average health protection

gap per household® US$9,156

Eastspring

Funds under management'® £3.4bn

India® ®
P -w

Life insurance

Market ranking? 2nd

Population 1.4bn

Penetration'® 2.8%

Average health protection

gap per household® US$1,382

Eastspring

Funds under management'® £17.8bn

Indonesia» a

Life insurance

Market ranking? st

Population 267m

Penetration'® 1.9%

Average health protection

gap per household® US$1,230

Eastspring

Funds under management'® £4.0bn

Japan o

Eastspring

Funds under management'® £5.4bn

Korea ‘o

Eastspring

Funds under management'® £8.1bn

Laos O

Life insurance

Market ranking? Top3

Population 7m

Penetration'® 0.0%

Malaysia= [+
Life insurance -

Market ranking® st
Population 32m
Penetration'® 3.3%
Average health protection

gap per household® US$6,864
Eastspring

Funds under management'® £8.1bn
Philippines )
Life insurance

Market ranking? 3rd
Population 107m
Penetration'® 1.2%
Average health protection

gap per household® US$1,406
Singapore= G
Life insurance

Market ranking? 2nd
Population 6m
Penetration'® 6.6%
Average health protection

gap per household® US$13,776
Eastspring

Funds under management'® £80.1bn
Taiwan a
Life insurance

Market ranking? 13th
Population 24m
Penetration’ 17.9%
Average health protection

gap per household® US$4,823
Eastspring

Funds under management'® £4.9bn
Thailand -
Life insurance =
Market ranking? 9th
Population 69m
Penetration'® 3.6%
Average health protection

gap per household® Us$287
Eastspring

Funds under management'® £9.3bn
Vietnam 6
Life insurance

Market ranking? 4th
Population 97m
Penetration'® 1.3%
Average health protection

gap per household® US$1,251
Eastspring

Funds under management'® £2.6bn
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Our businesses

Asia continued

Distribution

Our diversified mix of tied agents and bank
partners creates one of the strongest
distribution networks across the region
with non-traditional partnerships further
broadening our reach. Our experience
shows customers have an overarching
preference for face-to-face advice from
atrusted financial adviser while also
increasingly demanding the flexibility to
conduct basic research and fact-finding
themselves digitally. Thus, whilst our tied
agents and in-branch bank staff remain our
primary distribution channels, customers
are now more actively engaging with us
through our online platforms.

Prudential has over 600,000 licenced tied
agents across our 12 life markets in Asia.
This proprietary distribution channel is a
core component of our success, accounting
for 84 per cent of new business profit,
having grown by 14 per centin 2018. The
value provided by our tied agents makes it
paramount for us to continue expanding
their reach and enhancing their
capabilities. We place great emphasis
onthe professionalism and productivity

of our agency force, and facilitate this by
continually providing new and upgraded
tools. This creates a culture whereby our
agents aspire to attain membership of the
‘Million Dollar Round Table', an industry-
recognised indicator of quality. We
currently have over 7,000 such qualifiers,
which would represent annual growth in
members of approximately 20 per cent®
and reflects our focus on the recruitment,
training and productivity of our agents,

the emphasis on which varies by market.

In our younger markets we are typically
still accelerating recruitment. For example,
we added over 1,100 new agents per
month in the Philippines on average during
2018, which was more than 40 per cent
higher than in 2017, and helped expand our
agency force to around 28,000 agents. As
markets mature the emphasis starts to shift

Notes

1 Growthrate onaconstant exchange rate basis.

2 Excluding India.

3 Basedonfull year 2018 or the latest information available.
Sources include formal (eg competitors results release,
local regulators and insurance association) and informal
(industry exchange) market share data. Ranking based
on new business (APE sales, weighted full year premium
or full year premium depending on availability of data).

4 |FRS gross premiums earned for Asiasegment.

5 Includesrenewal premiums from joint ventures.

See note |ll of the additional unaudited financial
information for reconciliation to IFRS balances.

6 Adjusted IFRS operating profit based on longer-term

investment returns. See note B1 of the IFRS financial

statements for reconciliation to IFRS profit.

Growth rate on an actual exchange rate basis.

New business profit on business sold in the year,

calculated in accordance with EEV principles.

9 Swiss ReInstitute: The health protection gap in Asia,
October2018. Average gap per household s calculated
as 'total health protection gap divided by the estimated
number of households hospitalised under the mentioned
gaprange'. Report excludes Cambodiaand Laos.

00 N

towards the other factors. We have
designed an entrepreneur development
programme to fast-track our successful
professional agents into leaders, whichin
turn supports our activation of new
recruits. This programme has already been
launched in China, where the number of
active agents grew by 12 per centin 2018.

We pioneered the strategy of partnering
with banks in Asia over 20 years ago and
now have one of the largest and most
successful bancassurance franchise in the
region. Our strategic bank partnerships
include multi-national banks, regional
banks and prominent domestic banks in
many key markets including China, India
and Taiwan. In total we have access to over
14,000 bank outlets. Collectively, these
partnerships contributed over 30 per cent
of our APE sales in 2018 and associated
new business profit grew by 19 per cent.

We have also started collaborating

with non-traditional partners, including
DirectAsia, Hiscox's online property

and casualty business in Singapore, and
Eureka, a data management and analytics
platform based in Indonesia. These
mutually beneficial partnerships will enable
us to reach new customers and create
unique opportunities for our existing ones.

Business outlook

We continue to see a strong runway for the
insurance and asset management industries
in Asia. We recently conducted a strategic
assessment, which re-affirmed the
strengths of our business, established the
potential future size of our markets and has
informed our future investment pathway.

The review demonstrated that we are well
positioned in the traditional life insurance
segment, with a market share of
approximately 25 per cent?. We forecast
that this market has the potential to
continue growing at a double-digit rate over
the coming five years, due to the underlying

10 Brookings Institution. Global Economy & Development
Working Paper 100. February 2017. ‘Asia’ represents
Asia Pacific

11 United Nations, Department of Economics and Social
Affairs, Population Division (2017). World Population
Prospects: The 2017 Revision.

12 Working age population: 15 to 64 years.

13 ©Copyright 2018 Strategic Insight, an Asset International
Company and when referenced or sourced Morningstar Inc.,
Standard & Poor'sInc., and Lipper Inc. All rights reserved.
Theinformation, data, analyses and opinions contained
herein (a) include confidential and proprietary information
of the aforementioned companies, (b) may not be copied
or redistributed for any purpose, (c) are provided solely
forinformation purposes, and (d) are not warranted or
represented to be correct, complete, accurate, or timely.

14 Weighted premium income comprises gross earned
premiums at 100 per cent of renewal premiums,

100 per cent of first year premiums and 10 per cent
of single premiums.

structural drivers of demand in the region.
Our presence, scale and broad product
and distribution reach position us well to
participate strongly in this expected growth.

We also anticipate strong growth in the
medical reimbursement segmentin our
current markets, which we believe will
more than double in the next five years due
toincreasing consumer demand. We have
estimated that our share of the value pool
in this segment is currently 9 per cent,
which gives us significant scope to expand.
This ambition is reflected in our strategic
priorities with recent investments, such as
Babylon, transforming our offering.

Our market-leading position in retail fund
management reflects our region-wide
presence and strong operating credentials.
This positions us well for the future growth
in the market that is expected from new
wealth creation and the shift we envisage
from deposits to riskier investments. We
believe these factors make double-digit
growth viable in India, where we are market
leaders, alongside other key markets such
as Chinaand Thailand, where we have
taken action to strengthen our position.

Nic Nicandrou
Chief Executive
Prudential Corporation Asia

15 Comparatives have been stated on a constant exchange rate
basis. Historic results have been restated to exclude sales
fromthe Korea and Japan life businesses, which have been
disposed of. 2014 excludes intra-group reinsurance
contracts between the UK and Asia with-profits businesses

16 Market penetration: Swiss Re (Sigma) — based oninsurance
premiums as a percentage of GDP in 2017 (estimated).

17 Total joint venture / foreign players only.

18 FUM reported based on the country where the funds
are managed.

19 IFRS gross premiums earned for Asia segment.

20 Excludes Jiwasraya.

21 Includes Takaful sales and excludes Group business.

22 Includes onshore only, excluding Eldershield and DPS.

23 Based on 100 per cent conversion of qualifiers into members.

24 Proprietary research/Bain Analysis (2018) covering the
following markets: Hong Kong; Singapore; Indonesia;
Malaysia; China; and India, using sales data provided by
insurance regulators, insurance associations and industry
expert surveys in these markets.
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Driving our business

Customers

In Asia, we focus our efforts on helping new and existing
customers build better futures for themselves and their
families, by helping to fill the savings and protection gap
that exists in many markets in the region.

Creating value and benefiting our stakeholders

15 million life customers

Products

We listen to our customers to help us understand
their changing needs and tailor our design of product
solutions and services.

94% of APE sales in regular premium

70% of all new business submitted through
e-point-of-sale technology

Distribution

We are well-positioned in terms of the scale and
diversity of our distribution to reach and serve

our customers' needs. At the core of our distribution
model is face-to-face customer interaction that delivers
high-quality, needs-based advice.

+600,000 agents
Access to over 14,000 bank outlets

Investment for growth

Building on our strong track record, we are building
for future growth by investing in new opportunities
and capabilities.

Now in 87 cities in China
9 new bank partners across 6 markets

Eastspring Investments’ total funds under
management £151 billion
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2018 performance highlights

— New distribution relationship with State Farm
— New collaboration to offer advisory annuities on the Envestnet® Insurance Exchange

— Awarded ‘Contact Center World Class CX Certification’
and ‘Highest Customer Service for the Financial Industry’ awards
by The Service Quality Measurement Group, Inc.
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Our businesses

United States

Providing an ageing American population
with financial strategies for stable retirements.

The USisthe world's largest retirement
savings market with approximately

40 million Americans reaching retirement
age over the next decade. This transition
will trigger the need for an unprecedented
shift of trillions of dollars from savings
accumulation to retirementincome
generation.

However, these Americans face challenges
in planning for life after work. For those
nearing the end of their working careers,
afinancially secure retirement is at risk, due
to insufficient accumulation of savings and
the current combination of low yields and
market volatility. Employer-based pensions
are disappearing, and government plans
are underfunded. Social security was
never intended to be a primary retirement
solution and today its long-term funding
status is in question. Additionally, the life
expectancy of an average retiree has
significantly increased, lengthening the
number of years for which retirement
funding is needed.

To overcome these challenges, Americans
need and demand retirement strategies
that offer them the opportunity to grow
and protect the value of their existing
assets, as well as the ability to provide
guaranteed income that will last
throughout their extended lifetimes.

In response to this demand and the
ongoing shift to fee-based solutions,
Jackson has positioned itself with product
innovation and distribution strategies to
further enhance our market-leading VA
position in the brokerage market and grow

inthe advisory retirement solutions market.

Customers and products

Through its distribution partners, Jackson
provides products that offer Americans the
retirement strategies they need, including
variable, fixed and fixed index annuities.
Each of these products offer a unique
range of features tailored to meet the
individual needs of the retiree:

Variable annuity A Jackson variable
annuity, with investment freedom,
represents an attractive option for retirees,
providing both access to equity market
appreciation and guaranteed lifetime
income as an add on benefit.

Fixed index annuity A Jackson fixed
index annuity is a guaranteed product with
limited market exposure but no direct
equity ownership. Itis designed to build
wealth through a combination of a base
crediting rate that is generally lower than
atraditional fixed annuity crediting rate,
but with the potential for additional
upside, based upon the performance

of the linked index.

Fixed annuity A Jackson fixed annuity is
a guaranteed product designed to build
wealth without market exposure, through
acrediting rate that is likely to be superior
to interest rates offered from banks or
money market funds.

These products also offer tax deferral,
allowing interest and earnings to grow
tax-free until withdrawals are made.

Jackson has a proven track record in this
market with its market-leading flagship
product’, Perspective Il. Jackson's success
has been built on its quick-to-market
product innovation, as demonstrated by
the development and launch of Elite
Access, our investment-only variable
annuity. Further demonstrating Jackson's
flexibility and manufacturing capabilities,
and in response to the trend in financial
services toward fee-based solutions,
Jackson has launched Perspective
Adbvisory Il and Elite Access Advisory |l

to serve advisers and distributors with

a preference for advisory products.

In March 2018, Jackson launched
MarketProtector and MarketProtector
Advisory, two new fixed annuities with
index-linked interest. These products
provide consumers with the sought-after
combination of tax-deferred investment
growth, protection from market risk and
the flexibility to adapt to changing needs in
retirement. Both products offer an add-on
living benefit that allows customers to
safeguard their financial futures with
income for life.

Also, in 2018, Jacksontook alead role in
bringing together 24 of America's financial
services organisations to launch the
Alliance for Lifetime Income (Alliance).
The Alliance was launched to educate
Americans on the risk of outliving their
income, so they can enjoy their years in
retirement. The Alliance's nationwide,
multi-year, integrated educational
campaign is designed to raise awareness
and motivate consumers and financial
advisers to discuss the need for protected
lifetime income in retirement, which can be
achieved with the use of annuity products
such as those provided by Jackson.

Distribution

Jackson distributes productsin all 50 states
of the US and in the District of Columbia.
Operations in the state of New York are
conducted through a New York subsidiary.
Jackson markets its retail products primarily
through advice-based distribution
channels, including independent agents,
independent broker-dealer firms, regional
broker-dealers, wirehouses and banks. For
variable annuity sales, Jackson is the leader
inthe independent broker-dealer, bank
and wirehouse channels? and fourthin
regional firms?.
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Our businesses

United States continued

Jackson's distribution strength also sets
us apart from our competitors. Our
wholesaling force is the largest® in

the variable annuity industry and is
instrumental in supporting the
independent advisers who help the
growing pool of American retirees develop
effective retirement strategies. Our
wholesalers provide extensive training to
thousands of advisers about the range of
products and the investment strategies
that are available to support their clients.
Based on the latest available data, Jackson
is the most productive variable annuity
wholesale distribution force in the US>,

In October 2018, Jackson announced a
new distribution relationship with State
Farm®. In the second half of 2019,
authorised State Farm agents will begin
offering a select group of Jackson's variable
annuity and fixed index annuity products.
While Jackson currently maintains one of
the largest sales teams in the industry, this
distribution relationship will add significant
distribution access through State Farm's
growing network of qualified producers.

In February 2019, Jackson partnered with
DPL Financial Partners (DPL) to provide
our protected lifetime income solutions to
independent registered investment
advisors (RIAs). The collaboration expands
Jackson's distribution footprint and
provides Jackson with access to new
opportunities in the independent

RIA channel.

Retirement wave
Population by age®

Age 65
in2019

Age 60
in2019

Age 55
in2019

Regulatory landscape

The industry has continued to manage
through an ever-changing regulatory
landscape. In 2016, the US Department
of Labor (Dol ) released a final version of
its Fiduciary Duty Rule (Rules), which
sought to eliminate conflicts of interestin
investment advice, in order to protect and
encourage savings and investment for
working Americans. These Rules were
rescinded in 2018. However, other
alternative proposals, such as the US
Securities and Exchange Commission's
(SEC) best interest standard, remain
pending.

As aresult of animproved regulatory
outlook, rising interest rates and more
aggressive product feature changes

(ie withdrawal percentages) implemented
by competitors, the annuity industry saw
increased sales in 2018 (albeit still well
below levels prior to the DoL Rules
proposal). Sales in the variable annuity
industry as of the third quarter of 2018 at
US$75.4 billion* were up 4 per cent
compared with the same period last year.

Regardless of the outcome of the SEC best

interest standard, the regulatory disruption

caused by the now rescinded Dol Rules
has challenged the industry to review the
ways in which investment advice is
provided to American investors.

Manufacturers will need to have the ability
to provide product and system adaptations

in order to support the success of various
distribution partners in their delivery of
invaluable retirement strategies that

Under-saved
Median net worth® (US$000)

45-54

55-64

investors need. Because of its strong
distribution, leadership in the annuities
market, best-in-class service and a
low-cost efficient operation, we believe
that Jackson is well positioned to take
advantage of this opportunity.

Furthermore, in late 2018, the US National
Association of Insurance Commissioners
(NAIC) concluded an industry consultation
with the aim of reducing the non-economic
volatility in the variable annuity statutory
balance sheet and enhancing risk
management. The NAIC is targeting a
January 2020 effective date for the new
framework in order to allow adequate time
for the drafting and implementation of the
revised regulations and instructions with
apotential three-year phase-in. The NAIC
also has an ongoing review of the C-1 bond
factorsinthe required capital calculation,
on which further information is expected to
be provided in due course. Despite these
regulatory challenges, we believe that
Jackson is well positioned to manage the
impact of these regulatory changes.

Increased longevity
Life expectancy at 657

1960 2016
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Talking to Americans
about bridging the
retirement income gap

Last year, Jackson reintroduced the idea of
'protected lifetime income' into American
retirement planning conversations by
publishing ‘The Return of Lifetime Income'
in The Wall Street Journal, reaching millions
of consumers. Recognising the need for a
unified industry voice around this critical
issue, Jackson also co-founded The Alliance
for Lifetime Income, an innovative industry
coalition to raise awareness among
Americans about the financial risks and
income gaps they may face in retirement
and the importance of protected lifetime
income solutions in helping bridge those
potential gaps.

As Alliance co-chair, Jackson leads the
charge to bring together 23 peer companies,
non-profit groups and leading financial
experts to create awareness about the role
annuities can play in truly comprehensive
financial plans.

The Alliance shares its mission through
abreakthrough national educational
campaign, including online and offline media
engagement and advertising, digital and
social media communication, content
marketing, live events, virtual reality
experiences, new financial planning tools,
and much more.

Investment for growth

With trillions of dollars of adviser-
distributed assets across distribution
platforms that have not historically been
afocus, such as the dually-registered
investment adviser channel, we believe
that a significant opportunity exists to
reach even more American retirees and
serve their needs with annuity products
going forward. The industry will need to
remain flexible and cost-effective in
making changes to product systems and
processes. We continue to seek to
understand and make the necessary
adjustments to support the needs and
demands of American retirees into the
future.

In September 2018, Jackson announced
atechnology integration collaboration
with Envestnet® allowing Jackson to offer
its complete product suite of advisory
annuities on the Envestnet Insurance
Exchange. The new collaboration brings
together aleading provider of annuities
inthe US, with the leading provider of
intelligent systems for wealth management
and financial wellness. Jackson is working
with Envestnet to make annuities easier
to work with inside of a client’s portfolio.
Advisers will be able to create more value
for their clients by holistically considering
longevity risk, sequence of returns risk,
market risk and mortality risk within the
Envestnet wealth management platform.

The acquisition of John Hancock's group
payout annuity business in late 2018
represents a reaffirmation of Jackson's
growth bolt-on strategy and continuing
commitment to deploy capital at attractive
return levels. This transaction further
diversifies Jackson's risk portfolio and
revenue sources in relation to both general
and separate account businesses.

With the ever-changing regulatory
environment described earlier, Jackson has
made and continues to consider changes to
its product offerings, entered into new
selling agreements with advisory providers,
and is working with its distributors to
supportimplementation of the anticipated
SEC best interest standard.
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Our businesses

United States continued

Jackson's competitive strengths are even
more critical during periods of disruption.
Our best-in-class distribution team, our
agility and success in launching well

designed products, the continued success

of our risk management and hedge
programmes through many economic
cycles, and our effective technology
platforms and award-winning customer
service will provide Americans with the
retirement strategies they so desperately
need. Jackson's discipline will enable us to

be positioned to capture additional growth

during times of transition into the future.

Michael Falcon
Chairman and Chief Executive
Jackson Holdings LLC

Notes

1 ©2019 Morningstar, Inc. All Rights Reserved. The
information contained herein: (1) is proprietary to
Morningstar and/orits content providers; (2) is not
warranted to be accurate, complete, ortimely. 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. Morningstar www.AnnuitylIntel.com Total Sales
by Contract3Q YTD 2018. Jackson's Perspective |l for
base states ranks #1 out of 973 VA contracts with reported
salesto Morningstar's quarterly sales survey as of
3QYTD2018.

2 ©2019 Morningstar, Inc. All Rights Reserved. The

information contained herein: (1) is proprietary to
Morningstar and/orits content providers; (2)isnot
warranted to be accurate, complete, ortimely. 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. Morningstar www.Annuitylntel.com Total sales by
company and channel 3Q YTD 2018. Jackson ranks #1 out
of 25 companies inthe Independent NASD channel, #1 out
of 20 companies in the Bank channel, #1 out of 16
companies in the Wirehouse channel, and #4 out of 19
companies in the Regional Firms channel.

Independent research and Market Metrics, a Strategic
Insight Business. US Advisor Metrics 2018, as of

30 September 2018.

LIMRA/Secure Retirement Institute, US Individual Annuity
Participants Report3Q YTD 2018.

US Census Bureau Population division 2014 estimate
of population.

2016 Federal Reserve Board's Triennial Survey of
Consumer Finances.

US Department of Health and Human Services,
‘Health, United States, 2017.

New advisers defined as producers who have not sold
Jackson product since 2013.
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Driving our business

Customers

Many retirees or soon-to-be retirees face a reality of
under-saving, having no guaranteed income source and
the prospect of living longer than any prior generation.
Jackson's focus is to provide solutions to help address
these concerns for the millions of Americans currently
transitioning to and through retirement.

1odau uoiessUNWaI 510123110 0

Creating value and benefiting our stakeholders v

Average of 10,000 Americans retire per day’

Assisting 4 million customers with their
financial needs

Products

Jackson's products provide needed access to equity
market growth, protection of principal, and a way of
converting retirees' savings into retirement income with
adegree of certainty. With along history of disciplined
product design and prudent risk management,

Jackson has earned and continues to earn trust from

its key stakeholders.

Leading individual annuity seller in the US*

Perspective II is the #1 selling variable
annuity contract'

Distribution

Jackson's distribution teams set us apart from our
competitors. Jackson's variable annuity wholesaling
forceis the largest and most productive in the industry,
supporting thousands of advisers across multiple
channels and distribution outlets.

Largest and most productive VA wholesale
distribution force in the US’

New marketing alliance with State Farm adding
significant distribution access through its
growing network of qualified producers

Investment for growth

Jackson continues to invest in technology and
innovative products to efficiently and effectively adapt
to what our customers and regulatory environment
require. Jackson has recently launched an advisory
version of our flagship product Perspective Il, our
innovative Elite Access product and our fixed index
MarketProtector product to allow for penetration

into untapped distribution. Jackson also announced
atechnology integration collaboration with Envestnet®
allowing Jackson to offer its complete product suite of

advisory annuities on the Envestnet Insurance Exchange.

Technology integration collaboration
with Envestnet®

Approximately 32% of Jackson’s 2018 advisory
variable annuity sales from new advisers®
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2018 performance highlights

— Total M&GPrudential operating profit up 19 per cent to £1.6 billion,
including the effect of updated longevity assumptions

Total assets under management of £321 billion' including a rise in PruFund assets
to £43 billion from £36 billion last year

Major transformation programme already showing improvements in digital service
for customers

Luxembourg SICAV fund range launched with £21 billion assets under management
as an investment in international growth and to minimise disruption of Brexit
for customers

Demerger preparation progressing at pace with several major milestones reached
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Our businesses

M&GPrudential

Building a simple and efficient savings
and investments business.

M&GPrudential is the UK and Europe
savings and investments business of
Prudential plc. It was formed in 2017
through the merger of Prudential's UK
and Europe insurance operations with
M&G Investments, Prudential's
international asset manager.

Our business manages total assets of

£321 billion and serves more than

six million customers worldwide.
M&GPrudential offers savings and
investment products for individuals who
want to build and protect their life savings.
We provide innovative asset management
and customer solutions, supported by
strategic asset allocation, an international
distribution network and two strong brands.

In March 2018, the Board of Prudential plc
announced its intention to demerge
M&GPrudential. The Prudential Board
believes the demerger will further
strengthen two already strong businesses.
For M&GPrudential, the demerger will
enable our leadership team to focus solely
on what is important to our customers, give
us direct control over our own capital and
enable us to pursue growth opportunities
without competing for resources with other
Prudential plc businesses. M&GPrudential
is expected to have a premium listing on
the London Stock Exchange.

We see a huge opportunity in the growing
savings gap across Europe. As support
from the state diminishes and employers
gradually retreat from guaranteed
retirement provisions, more and more
people need to make their own
preparations for retirement and other life
goals. Atthe same time, many people with
sizeable asset pools, who want to grow or
protect their value, seemto be keeping
their money in cash despite the negative
real return. Across the EU thereis an
estimated €10 trillion? of cash sitting,
largely idle, in bank deposits at very low
interest rates.

We believe M&GPrudential is well placed
to help our customers build and protect
their savings because of the mix of our
businesses, capabilities and people. We
combine the best of fund management
with compelling customer propositions
ina highly collaborative culture. Our
competitive advantages arise from the
strength and depth of this business mix
built over many years.

We have a full set of diversified investment
capabilities with expertise spanning a
range of fixed income, equity, multi-asset,
real estate and private asset classes. We
are one of the largest multi-asset managers
in Europe through the £131 billion
Prudential With-Profits Fund and our
range of branded M&G funds, and manage
£59 billion of private assets, including an
international real estate portfolio. We are a
UK market leader in savings solutions with
our PruFund proposition, amodern way of
with-profits investing. We also have one of
the fastest growing advised platforms? in
the UK, reaching £13.3 billion in assets
under administration in the 24-month
period since launch. We have a growing
international distribution network with
multi-channel breadth and depth, and

two of the strongest brands in the market.

Building on these competitive advantages,
M&GPrudential's priorities in 2019 will be:

— to continue to serve our customers well,
by improving outcomes and service
levels, and widening product choice;

— to advance our merger and
transformation programme, to
modernise the business so that we
become asimpler, lower-cost, digital
organisation; and

— to prepare M&GPrudential for
demerger and its future as an
independent company with its
own listing on the stock market.

Understanding our markets
M&GPrudential serves the world's largest
savings and investments markets, with a
focus on UK and Europe. Across the
region, people increasingly need help to
meet their long-term financial goals as
responsibility for retirement savings passes
from state and employer to the individual.

Customers in our markets demand easy
access to savings and investment solutions,
as well as guidance and advice from trusted
providers. In addition, persistently low
rates of return on bank cash deposits are
fuelling demand for effective solutions,
whether clients are saving for retirement,
building a lump sum or protecting their
wealth from inflation.

Inthe institutional market, clients are
increasingly seeking bespoke solutions
from asset managers with diversified
investment capabilities and global reach.
The combination of M&GPrudential's
expertise in private assets, which are much
in demand in this sector, and our growing
international network of offices means we
are well placed to serve these clients.

Customers

We serve awide range of customers:
individuals saving for retirement and other
life goals; retirees who want to draw down
on their accumulated savings; professional
intermediaries who manage the savings of
their own customers; pension funds; and
other institutional clients with future,
long-term financial commitments.

What all our customers have in common

is the desire for professional help to build
and protect their savings with confidence.
Our approach is to offer a broad range

of products and services, in a variety of
formats, through multiple distribution
channels - all backed by the same in-house
investment expertise and capability.
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Our businesses

M&GPrudential continued

Our customers fall into five broad categories:

— UK retail advised customers who are
saving for retirement or who want to
draw down on their accumulated
savings. They typically investin our
market-leading PruFund, which offers
smoothed, long-term returns adjusted
for different risk tolerances;

— UK retail advised and direct customers
who invest for the long term through
our range of M&G-branded mutual
funds. This group includes about
160,000 customers who invest directly
with our fund management business;

— Customers of our traditional insurance
business inthe UK. Numbering
six million, these customers typically
hold a Prudential annuity, which pays
an income for life, or an insurance-
wrapped savings bond;

— Wholesale clients in Europe and Asia.
These include retail banks, private
banks, wealth managers, independent
advisers and fund platforms. We
manage £38 billion on behalf of these
clients' own customers; and

— Pension funds and other institutional
clients, who invest on behalf of their
scheme members. We have nearly 900
such relationships, including 70 per cent
of the UK's largest pension schemes*.

PruFund investment performance’

100%

75%

50%

25%

0%

-25%

In 2019, we will continue to improve service
levels and launch new offerings. Inthe UK
retail market, we will broaden the choice of
tax wrappers and products on our own
adviser platform. In November, we made
M&G's range of mutual funds available for
the first time on the Prudential adviser
platform andin January, we launched
PruFolio, a new range of passive, active and
smoothed return funds.

For customers of our traditional insurance
business, our modernisation programme
is already improving service levels.
Deployment of new digital technology

has reduced markedly the time it takes to
process aredemption from a Prudential
savings bond. Customers can now register
for our MyPru online service in minutes.

During 2018, we transferred £21 billion of
our key European fund offerings into new
Luxembourg-based SICAVs, with the
process expected to be completed as
planned in the first quarter of 2019. This
positions us well to minimise any potential
disruption for our European clients
stemming from the UK's withdrawal from
the European Union, while also creating
amore flexible and robust platform for
international growth.

Our investment solutions

The core engine of our businessis a
long-standing collaboration between

our fund managers and the strategic asset
allocators who oversee the investment

of the Prudential life funds. This symbiotic
relationship enables us to diversify our
investment capabilities and to innovate
by developing high-quality products for
all customers.

Ourinvestment capabilities span the
traditional public markets, from cash
through fixed income and on to international
equities. We also have a large range of
private asset capabilities with £59 billion of
assets under management, covering real
estate, private debt, corporate loans and
infrastructure investments such as
broadband and solar energy.

This breadth of our investment capability
underpins many of our customer offerings.
It reinforces the reliability of the returns from
our £131 billion With-Profits Fund, which is
one of Europe's largest multi-asset portfolios
for retail savers®. The With-Profits Fund has
produced a cumulative gross return of

129.5 per cent over 10 years® before tax and
charges compared with a 121.4 per cent
return fromthe FTSE 100 Index over the
same period, not allowing for any
management fees. A key component of this
performance is PruFund. Launched over
10years ago, PruFund is atransparent and
modern way of with-profits investing in the
UK, which has since become the fastest-
growing savings and investment proposition
across the Group.

Mutual fund investment performance, net of fees,
weighted by: assets under management?®

+88% %

One year —
Dec 2018

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

® PruFund Growth @ ABIsector comparator

@ Firstquartile @ Second quartile ® Third quartile

Since fund manager tenure —
Dec 2018

(Average =5.7 years)
Three years —

Dec 2018 73
55 Five years —
Dec 2018
50
19
13
o [ .

Fourth quartile
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Improving the service for our
M&GPrudential customers

When Prudential UK customers want to
withdraw their funds from abond they expect
the speed and simplicity they'd receive from
online shopping. So the challenge was to
simplify acomplex, manual process and
enable customers to get access to their
money more quickly.

Our savings and investments business took
the approach of transforming the whole
customer journey —the customer experience
from start to finish — rather than looking at
each stage of the process individually,

as they had done previously.

As aresult, they've made significant
improvements. The time customers have had
to wait for us to send them their funds has
been cut from more than two weeks to just

PruFund offers individuals different rates
of smoothed return aligned with their
tolerance for risk. In 2019, we aim to
enhance advisers' access to PruFund by
significantly upgrading our digital services
across arange of tax wrappers. We are also
exploring with European distributors, how
we might make the benefits of PruFund
available to savers in their markets. Today,
assets under management in PruFund top
£43 billion after attracting £8.5 billion of
netinflows during 2018.

The With-Profits Fund has acted as an
incubator for other products too. Among
these are arange of investment strategies
based on private asset investments — such
as real estate, infrastructure assets and
private debt — and marketed to clients
seeking this type of exposure.

We are seeing strong demand from
pension funds for our private asset
products because they are seeking higher
yields to manage long-term liabilities.
These types of investment strategy remain
comparatively resilient to fee pressure
because they are not easy for passive
investment managers to replicate as they
involve securing real and private assets.

During 2018, we continued to expand our
range of mutual funds for retail investors.
These included the innovative M&G
Positive Impact Fund, which widens access
to impact investing for retail customers
who want to invest in companies that aim

over three days. And the online journey is now
much easier to use than the old one. In fact,

33 per cent of customers making a withdrawal
have already adopted it after just four months.
But even vastly improved journeys are only as
good as customers' experience of them and,
so far, they like it and tell us it's easy to use.

Following further cross-team collaboration,
the business has just launched a version for
independent financial advisers (IFAs) too and
the initial response has been great. One IFA
told us that being able to gain access to this
data ‘at the touch of a button is market-leading
and saves two weeks when compared to
some competitors' manual processes.'

to have a positive impact on society, and
the M&G Sustainable Allocation Fund,
amulti-asset fund incorporating
environmental, social and governance
factors. We also launched an investment
trust, M&G Credit Income Investment
Trust, which for the first time allows UK
retail investors to put their money into a
combined portfolio of public and private
debt.

Responding to the growing institutional
client demand for social and environmental
investment strategies, we also launched
the M&G Impact Financing Fund, which
was awarded Best New Entrant (Fund)
atthe Sustainable and ESG Investment
Awards 2018. Total assets under
managementat 31 December 2018 were
£321 billion' (31 December 2017:

£351 billion), reflecting inflows to PruFund
products, multi-asset wholesale offerings
and other institutional business, more than
offset by the expected redemption of a
single low-margin institutional mandate
and outflows from bond and equity funds
in volatile financial markets.

Distribution

At M&GPrudential, we have two
outstanding complementary brands, both
of which share a common philosophy of
aiming to deliver excellent long-term
customer outcomes.

Currently, we choose to serve our
customers' needs through our many

business-to-business relationships.

These relationships include thousands

of independent financial advisers, most

of the high-street banks, wealth managers,
institutional investment managers and
pension funds. Two years ago, we
established an adviser platformin the

UK to give the market better access to
PruFund. Since then, we have diversified
the range of products on the platform to
include M&G mutual funds. In 2018, it was
among the fastest growing platforms in the
UK, reaching £13.3 billion of assets under
administration.

Outside the UK, we distribute our
investment products with the support of
our financial advisers, independent asset
managers, insurers and some of the world's
largest banks. From a standing start just
under two decades ago, we have builtan
international distribution network to
distribute M&G products and support
clients in 29 markets, with offices most
recently opened in Australia and the
United States. Our new Luxembourg
investment platform, as well as readying
our business for Brexit, enables us to
distribute our mutual funds more efficiently
in Europe and beyond by offering our
investment strategies in the SICAV format
favoured by many of our clients.
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Our businesses

M&GPrudential continued

Update on business transformation
and demerger

Our business modernisation programme is
well advanced and already showing service
benefits for customers. In January 2018,
we announced a new partnership with
Tata Consultancy Services to transfer,
consolidate and upgrade the customer
administration systems for our traditional
insurance business. This involved the
transfer of 2,500 people, including 650
Prudential colleagues.

Each day, we move closer to our model of
asimpler, lower-cost, digital organisation.
The impact on customer outcomes is
already evident. Examples include:

anew digital service for investment

bond customers that has reduced

cash withdrawal waiting times by almost
80 per cent; changes to our bereavements
processes, which are saving our customers
200,000 days of their time each year; and
delivery of simplified annual benefit
statements for more than one million
Prudential customers. M&GPrudential
remains on track to deliver the announced
annual shareholder cost savings of circa
£145 million by 2022 for a shareholder
investment of circa £250 million.

The build of our corporate infrastructure

is well advanced. The M&GPrudential
leadership teamisin place, anew
governance model has beenimplemented
and we have built a set of unified corporate
support services.

Notes

1 Represents M&GPrudential asset management external

funds under management and internal funds included

onthe M&GPrudential long-term insurance business
balance sheet.

Household deposit data, Eurostat 2017.

3 UK Advised Platform Market data, Platforum, Q3 2018.

4 Basedonthe UK's Top 50 Pension Schemes by size,

S&P Money Market Directory, June 2018.

5 M&GPrudential analysis comparing our largest with-profits
fund with other European mixed asset funds with data from
Financial Express.

6 Performance datafor Prudential with-profits fund excludes
hypothecated asset pools of Optimum Bonus fund and
Risk-Managed PruFunds. Returns are shown before
charges

7 ABIMixed Investment 20 per cent— 60 per cent Shares
(performance s net of charge). PruFund returns are also net
of charge (0.65 per cent). Growth rate calculated across the
period August 2006 to December 2018.

N

In September, we announced the
appointment of an M&GPrudential Chair,
Mike Evans. During the first half of 2019,
Mike and | will lead the recruitment of

the board for the new listed company,
including the appointment of independent
non-executive directors including the
heads of the key committees.

John Foley
Chief Executive
M&GPrudential

8 Quartileranking based on ranking of the funds
representative share class, net of fees, within their
respective Investment Association (IA) or Morningstar
sectors. Closed funds excluded. M&G total wholesale AUM
was £69.5 billion as at 31 December 2018, representing
22 per cent of the total M&GPrudential AUM. One year
figures represent£67.8 billion AUM, three year figures
represent £67.5 billion AUM, five year figures represent
£49.6 billion AUM, fund manager tenure figures represent
£67.8 billion AUM. Performance figures in GBP, bid to bid,
netincome reinvested. Average fund manager tenure
December2017=5.7 years. Source: M&GPrudential,
December2018. 1A and Morningstar Inc. combined UK
and Pan-European peer groups as at end December 2018.
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Driving our business v

Customers

Meeting the growing and fast-evolving saving and
investment needs of customers across retail,
institutional and direct channels.

Creating value and benefiting our stakeholders v/

+6 million customers

£321 billion total assets under management'
across a broad range of strategies and asset classes

Products

Market-leading propositions, including PruFund and
the M&G Optimal Income Fund, available ina number
of saving and investment wrappers; and a range of
strategies to help institutional customers meet their
long-term commitments.

£43 billion PruFund assets under management

Launch of new M&G Impact Financing Fund

Distribution

Multi-channel distribution, based on strong
relationships with institutional investors, advisers and
intermediaries, and direct-to-customer franchises,
including Prudential Financial Planning.

Extensive distribution relationships across
financial advisers, high-street banks, wealth
managers, institutional investment managers
and pension funds

New offices opened in Australia and US

Luxembourg SICAV fund platform for
international growth

Investment for growth

Investing in our infrastructure to improve
customer service and business efficiency and
drive long-term growth.

Transformation programme
improving customer service levels

On track to deliver the announced
annual shareholder cost savings
of circa £145 million by 2022
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Chief Financial Officer’s report on the 2018 financial performance

Positive financial performance demonstrating
our focus on implementing our strategy

I am pleased to report that Prudential’s financial performance in

2018 reflects our strategic focus on driving growth in high-quality,
recurring health and protection and fee business across our geographies,
products and distribution channels.

I am encouraged that our financial
performance has been accomplished at
the same time as the Group has made good
progress in the complex preparations for
the intended demerger of M&GPrudential
from Prudential plc, which we announced
in March 2018. We have achieved a
number of important milestones, including
the reinsurance of £12 billion of UK annuity
policies to Rothesay Life, the transfer of the
Hong Kong insurance subsidiaries to
Prudential Corporation Asia, the issuance
of £1.6 billion of substitutable debt as part
of the necessary rebalancing of capital
across the two businesses, the
establishment of a new holding company
for M&GPrudential and the transfer of UK
operating subsidiaries to that company.

Our financial performance was led by our
Asia business which delivered double digit
growth in new business profit (up

14 per cent’), adjusted IFRS operating profit
based on longer-term investment returns
(‘operating profit') (up 14 per cent’) and
underlying free surplus generation?

(up 14 per cent’). This performance is both
broad-based, with 10 markets achieving
double-digit growth' in new business profit,
and high-quality, with health and
protection new business profit growing by
15 per cent’. Our Asia asset manager,
Eastspring, has grown operating profit by
6 per cent amidst a challenging external
environment. Our broad-based portfolio
of life insurance and asset management
businesses, high-quality products with
distinctive value-added services and
multi-channel strategy ensure that we
continue to benefit from the growing
customer demand in Asia for health,
protection and savings solutions that

we provide.

Inthe US, we saw growth in fee income
driven by higher average account balances
offset by anincrease in market-related
deferred acquisition costs (DAC)
amortisation and an expected reduction in
spread-based revenues, leading to afall in
operating profit of 11 per cent. Jackson's
hedge programme performed as expected
as equity markets weakened towards the
end of 2018 and contributed to an
increased risk-based capital ratio of

458 per cent, up from 409 per cent at
year-end 2017.

M&GPrudential delivered operating profit
of £1,634 million, up 19 per cent (2017:
£1,378 million). This included £519 million
(2017: £597 million) from our core?
with-profits and annuity business, with the
with-profits contribution up 11 per cent to
£320 million, offset by lower annuities
earnings following the reinsurance of

£12 billion* of liabilities in March 2018.
Other operating profits included the
benefit of updated longevity assumptions
and an insurance recovery on the costs of
reviewing internally vesting annuity sales.
M&GPrudential remains on track to deliver
the announced annual shareholder cost
savings of circa £145 million by 2022 for
ashareholder investment of circa

£250 million.

Sterling weakened over the course of 2018,
compared with most of the currencies in
our major international markets. However,
average exchange rates remained above
those in 2017, leading to a negative effect
onthetranslation of the results from
non-sterling operations. To aid comparison
of underlying progress, we continue to
express and comment on the performance
trends in our Asia and US operations on

a constant exchange rate basis.

The performance of many equity markets
was subduedin 2018, and was characterised
by higher levels of volatility. The S&P 500
closedthe year 6 per cent lower than 2017,
the FTSE 100 index was down 12 per cent
and the MSCI Asia excluding Japan index
down 16 per cent. However, average
balances, which have the most material
impact on our fee-based earnings during
the year, were mostly higher, reflecting the
concentration of equity market weakness
inthe fourth quarter. Long-term yields
increased favourably in the US and our
larger Asia markets, but were only slightly
higherinthe UK.

The key financial highlights in 2018 were
as follows:

— New business profit was 11 per cent
higher at £3,877 million (7 per centon
an actual exchange rate basis), while
APE sales were up 1 per cent (down
2 per centon an actual exchange rate
basis). In Asia, new business profit
increased 14 per cent with improved
new business margins primarily

reflecting product mix. Jackson's new
business profitincreased by 5 per cent,
primarily reflecting the favourable
effect of higher US interest rates. UK
and Europe life new business profit
grew by 3 per cent, driven by a

2 percentincrease in APE sales,
supported by continued demand for
products offering access to our PruFund
investment proposition.

Asset management net outflows

of £11.5 billion reflected external net
outflows of £9.9 billion (2017: net inflows
of £17.3 billion) within M&GPrudential
asset management, the majority of
which related to the expected
redemption of a single, low margin

£6.5 billion institutional mandate, with
the remainder reflecting the challenging
market environment for equity and fixed
income business. Eastspring saw
external net outflows, excluding money
market funds, of £1.6 billion (2017: net
inflows of £3.1 billion on an actual
exchange rate basis), also as a result of
market conditions.

Operating profit was 6 per cent higher
at £4,827 million (3 per cent higher on an
actual exchange rate basis). Continued
business momentum helped grow
Asia's operating profit by 14 per cent to
£2,164 million and M&GPrudential
operating profit was 19 per cent higher,
reflecting a number of beneficial
impacts, which are not expected to recur
atthe same level. Inthe US, operating
profit decreased by 11 per cent, asa
result of higher market-related DAC
amortisation charges.

Total IFRS post-tax profit was up

30 per cent at £3,013 million

(26 per cent on an actual exchange rate
basis) after a £508 million pre-tax loss
following the reinsurance of £12 billion*
of UK annuities to Rothesay Life. This
increase was driven by Jackson, whose
IFRS profit after tax in 2018 was
£1,484 million, up from £245 million
(£254 million on an actual exchange
rate basis) reflecting higher interest
rates and gains from Jackson's hedging
instruments as equity markets fell
towards the end of 2018. Group IFRS
shareholders' equity was 7 per cent
higher at £17.2 billion.
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— EEV basis operating profit, including (11 per cent on an actual exchange rate 232 percent® (31 December 2017:

embedded value in-force profit, basis), after financing new business £13.3 billion, 202 per cent). The 2
increased 19 per cent (15 per cent growth. This was driven by in-force improvement in the period reflects the S
on an actual exchange rate basis) to growth of 10 per cent combined with continuing strength of the Group's 3
£7,563 million. EEV basis shareholders'’ alower level of investment in new UK operating capital generation, and a net 3
equity was up 11 per cent at and Europe business as a result of £1.2 billion increase in qualifying debt. 2
£49.8 billion. management actions to optimise capital

— Full year ordinary dividend

— Underlying free surplus generation?, absorption. increased by 5 per cent to 49.35 pence S
our preferred measure of cash — Group shareholders' Solvency Il per share, reflecting our 2018 @
generation, from our life and asset capital surplus® was estimated at performance and our confidence inthe 5
management businesses, increased by £17.2 billion at 31 December 2018, future prospects of our businesses. °§
14 per cent to £4,047 million equivalent to a cover ratio of 3

IFRS profit

o
Actual exchange rate Constant exchange rate ;
2018 £m 2017 £m Change % 2017 £m Change % %

Operating profit before tax based on longer-term ;BD
investment returns

Asia

Long-term business 1,982 1,799 10 1,727 15

Asset management 182 176 3 171 6 8

O

Total 2,164 1,975 10 1,898 14 3

us

Long-term business 1,911 2,214 (14) 2,137 11) E

Asset management 8 10 (20) 9 an 3

Total 1,919 2,224 (14) 2,146 an -

UK and Europe e

Long-term business 1,138 861 32 861 32

General insurance commission 19 17 12 17 12

Total insurance operations 1,157 878 32 878 32 &

Asset management 477 500 (5) 500 (5) g

Total 1,634 1378 19 1,378 19 él

Otherincome and expenditure (725) (775) 6 (769) 6 5:;-;

Total operating profit based on longer-term investment returns 3
before tax and restructuring costs 4,992 4,802 4 4,653 7

Restructuring costs (165) (103) (60) (103) (60)

Total operating profit based on longer-term investment °
returns before tax 4,827 4,699 3 4,550 6 :

Non-operating items: é
Short-term fluctuations in investment returns on 3

shareholder-backed business (558) (1,563) 64 (1,514) 63 %‘
Amortisation of acquisition accounting adjustments (46) (63) 27 (61) 25 s
(Loss) gain on disposal of businesses and corporate transactions (588) 223 n/a 218 n/a :f

Profit before tax 3,635 3,296 10 3,193 14 %

Tax charge attributable to shareholders' returns (622) (906) 31 (876) 29 =

Profit for the year 3,013 2,390 26 2,317 30 §

IFRS earnings per share g

Actual exchange rate Constant exchange rate
2018 pence 2017 pence Change % 2017 pence Change %
Basic earnings per share based on operating profit after tax 156.6 145.2 8 140.4 12
Basic earnings per share based on total profit after tax 116.9 93.1 26 90.0 30
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Chief Financial Officer’s report on the 2018 financial performance continued

Adjusted IFRS operating profit
based on longer-term investment
returns (operating profit)

2018 total operating profit increased by
6 per cent (3 per centon an actual
exchange rate basis) to £4,827 million.

Asia total operating profit of

£2,164 million was 14 per cent higher than
the previous year (10 per cent on an actual
exchange rate basis). Operating profit from
life insurance operations increased

15 per cent to £1,982 million (10 per cent
on an actual exchange rate basis), reflecting
the continued growth of our in-force book
of recurring premium business, with
renewal insurance premiums’ reaching
£12,856 million (2017: £11,087 million).
Insurance margin was up 15 per cent,
driven by our continued focus on health
and protection business, now contributing
to 70 per cent of Asia life insurance
revenues® (2017: 68 per cent). At a market
level, growth was led by Hong Kong up

33 per cent, Singapore 22 per cent and
China 20 per cent respectively.
Eastspring's operating profitincreased

by 6 per cent (up 3 per cent on an actual
exchange rate basis) to £182 million
reflecting 4 per cent revenue growth
which, combined with positive operating
leverage, resulted in an improvementin
the cost-income ratio” to 55 per cent
(2017: 56 per cent on an actual exchange
rate basis).

US total operating profit at

£1,919 million decreased by 11 per cent
(14 per cent on an actual exchange rate
basis). Higher fee income was more than
offset by higher market-related DAC
amortisation and lower spread-based
income. Although equity markets declined
inthe fourth quarter, average separate
account balances were above the prior
year, given positive net inflows which
supported higher levels of fee income. The
higher market-related DAC amortisation
arises mainly from £194 million acceleration
of amortisation compared with £83 million
favourable decelerationin 2017 (ona
constant exchange rate basis), leading to
an adverse year-on-year movement of
£277 million. Excluding the acceleration
and decelerationin 2018 and 2017,
operating profitin 2018 would have been
2 per cent higherthan 2017 on a constant
exchange rate basis. The variability in DAC
from year-on-year is dependent on
separate account return and its interaction
with the mean reversion formula applied
by Jackson when determining the
amortisation charge for the year. Inthe

current year the dominant factors driving
this calculation have been the equity
market falls in 2018 (whereas 2017 saw
equity market rises). Spread-based income
decreased 20 per cent (22 per centonan
actual exchange rate basis), as anticipated,
reflecting the impact of lower yields on our
fixed annuity portfolio and a reduced
contribution from asset duration swaps.
While we expect these effects to continue
to compress spread margins, the continued
upwards movements in US reinvestment
yields may help to reduce the speed of the
decline.

UK and Europe total operating profit
was 19 per cent higher at £1,634 million.
Life insurance operating profitincreased
by 32 per centto £1,138 million (2017:
£861 million). Within this total, the
contribution from our core® with-profits
and in-force annuity business was

£519 million (2017: £597 million), including
anincreased transfer to shareholders from
the with-profits funds of £320 million
(2017: £288 million) and within this, a

30 per centincrease in the contribution
from PruFund business of £55 million.
Earnings from our core® annuities business
were lower, reflecting the reinsurance of
£12 billion of annuity liabilities to Rothesay
Life in March 2018. The balance of the life
insurance result reflects the contribution
from other elements which are not
expected to recur at the same level. This
includes the favourable impact of longevity
assumption changes, contributing

£441 million (2017: £204 million) relating
to changes to annuitant mortality
assumptions reflecting recent mortality
trends, which have shown a slowdown

in life expectancy improvements in

recent periods, and the adoption of the
Continuous Mortality Investigation

(CMI) 2016 model (2017: adoption of
2015 model). The result also includes a
£166 million insurance recovery, related
to the costs of reviewing internally vesting
annuities sold without advice after July
2008. Profits from management actions

of £58 million were broadly offset by a
provision of £55 million for the cost of
equalising guaranteed minimum pension
benefits on products sold by the UK
insurance business, following a High Court
ruling in October which applied across the
UK life insurance industry.

Asset management operating profit
decreased 5 per cent to £477 million,
largely reflecting a normalisation of
performance fees to £15 million, compared
with a particularly high contribution of

Operating profit by business
% vs 2017

(19)%

® Asiaf2,164m, +14% (+10% AER)
® US£1,919m,-11% (-14% AER)
® M&GPrudential £1,634m, +19%
® Other£(890)m, -2% (-1% AER)

£53 million in the prior year. Excluding
the contribution of performance fees,
operating profit was 3 per cent higher.
This reflects both the higher average level
of funds managed by M&G (up from
£275.9 billionin 2017 to £276.6 billion in
2018) and a higher revenue margin® of
40 basis points (2017: 37 basis points).
Operating profitis after charges of

£27 millionincurred in preparing the
business for the UK's proposed exit

from the European Union, including the
migration of fund assets to our
Luxembourg-domiciled SICAV platform.
The cost-income ratio” of 59 per cent
remains broadly in line with the prior year
(2017: 58 per cent).

Life insurance profit drivers

We track the progress that we make in
growing our life insurance business by
reference to the scale of our obligations to
our customers, which are referred to in the
financial statements as policyholder
liabilities. Each period these increase as we
write new business and collect regular
premiums from existing customers and
decrease as we pay claims and policies
mature. These policyholder liabilities
contribute, for example, to our ability to
earn fees on the unit-linked element and
indicates the scale of the insurance
element, another key source of profitability
for the Group.
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Shareholder-backed policyholder liabilities and net liability flows™

S
o
2018 £m 2017 £m g
Actual exchange rate Actual exchange rate %
Market and Market and 5
At1 Net liability other At 31 At1 Net liability other At 31 z
January flows™ ts D b January flows™ ts D b
Asia 37,402 3,251 (56) 40,597 32,851 2,301 2,250 37,402 °
us 180,724 (213) 5,089 185,600 177,626 3,137 (39) 180,724 o
UK and Europe 56,367 (2,774) (12,833) 40,760 56,158 (2,721) 2,930 56,367 s
Total Group 274,493 264 (7,800) 266,957 266,635 2,717 5141 274,493 0;3

Focusing on business supported by
shareholder capital, which generates the
majority of the life profit, in 2018 net flows
into our businesses were overall positive at
£0.3 billion driven by our Asian operations.
Inthe US, net outflows were £0.2 billion
with positive separate account net inflows
of £1.1 billion being more than offset by
general account net outflows of

£1.3 billion, as aresult of higher surrenders
as the portfolio develops. Inthe UK and
Europe, the net outflows principally reflect

the run-off of the in-force annuity portfolio
following our effective withdrawal from
selling new annuity business. Market

and other movements have reduced
shareholder-back liabilities by £7.8 billion.
This includes the removal of £10.9 billion*
of UK annuity liabilities, representing the
portion of the £12 billion* reinsured
liabilities that will be subject to a Part VI
transfer to Rothesay Life, following their
reclassification as held for sale, offset by
additions of £4.1 billion in Jackson as a

Policyholder liabilities and net liability flows in with-profits business''2

result of the agreementin November 2018
to reinsure a portfolio of business from
John Hancock. The remaining £1.0 billion
primarily reflects the effects of negative
investment markets offset by currency
effects as sterling weakened over the
period. In total, business flows and market
movements have decreased shareholder-
backed policyholder liabilities from
£274.5 billion to £267.0 billion.

2018 £m

2017 £m

Actual exchange rate

Actual exchange rate

o
w
o
Q
<
@
=]
o
=]
I}
e}

piodai uoieseuNwWal 510193110 0

Market and Market and
At1 Net liability other At 31 At1 Net liability other At 31
January flows™ ts Decemb January flows™ ts Decemb
Asia 36,437 5,165 564 42,166 29,933 4,574 1,930 36,437
UK and Europe 124,699 3,209 (3.779) 124,129 113,146 3,457 8,096 124,699
Total Group 161,136 8,374 (3.215) 166,295 143,079 8,031 10,026 161,136

Policyholder liabilities in our with-profits
business have increased by 3 per cent to
£166.3 billion reflecting the popularity of
our participating funds in Asia and PruFund
inthe UK, as consumers seek protection
from some of the short-term ups and
downs of direct stock market investments

by using an established smoothing process.

Across our Asia and UK and Europe
operations, net liability flows increased to
£8.4 billion. As returns from these funds
are smoothed and shared with customers,
the emergence of shareholder profitis
more gradual. This business, nevertheless,
remains an important source of future
shareholder value.
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Chief Financial Officer’s report on the 2018 financial performance continued

Analysis of long-term insurance business pre-tax adjusted IFRS operating profit based on longer-term investment
returns by driver

Actual exchange rate Constant exchange rate
2018 2017 2017
Operating  Average Operating  Average Operating  Average
profit liability Margin profit liability Margin profit liability Margin
£m £m bps £m £m bps £m £m bps
Spread income 899 85,850 105 1122 88,908 126 1,090 87,553 124
Feeincome 2,711 175,443 155 2,609 166,839 156 2518 162,267 155
With-profits 391 147,318 27 347 136,474 25 345 136,496 25
Insurance margin 2,480 2,302 2,223
Margin on revenues 2,254 2,287 2,210
Expenses:
Acquisition costs* (2319) 6,802 (34)% (2,443) 6,958 (35)%  (2364) 6,767 (35)%
Administration expenses (2,413) 265,597 91) (2,305) 261,114 (88) (2,231) 255,313 (87)
DAC adjustments 216 505 490
Expected return on shareholder assets 242 234 228
4,461 4,658 4,509
Otheritemst 570 216 216
Long-term business adjusted IFRS
operating profit based on longer-
terminvestment returns 5,031 4,874 4,725

* The ratio of acquisition costs is calculated as a percentage of APE sales including with-profits sales. The acquisition costs include only those relating to shareholder-backed business.
1 Otheritems includes share of related tax charges from joint ventures and associate and other items considered non-core to the UK and Europe business, see note I(a) of the Additional
unaudited financial information.

We continue to maintain our preference
for high-quality sources of income such as
insurance margin from life and health and
protection business, and fee income. We
favour insurance margin because it is
relatively insensitive to the equity and
interest rate cycle and prefer fee income to
spread income because it is more capital-
efficient. In line with this approach, on a
constant exchange rate basis, insurance
margin has increased by 12 per cent (up

8 per cent on an actual exchange rate basis)
and fee income by 8 per cent (up 4 per cent
on an actual exchange rate basis), while as
anticipated, spread income decreased by
18 per cent (down 20 per cent on an actual
exchange rate basis). Administration
expenses increased to £2,413 million
(2017: £2,231 million) as the business
continues to expand in Asia, alongside ® Spreadincome (1,159)
higher asset-based commissions within BN EEEE:

. R ® Feeincome
the US business, which are treated as an O @i mEgsaTeememses

(1.106) (1.059)
administrative expense in this analysis. Growthvs 2017 onaconstant

exchange rate basis 2017 AER 2017 CER 2018

Analysis of long-term insurance business operating profit by driver
£m (% vs 2017)

£4,874m £4,725m £5,031m

1122 899
1,090

Asset management profit drivers
Movements in asset management operating
profit are also influenced primarily by
changes inthe scale of these businesses, as
measured by funds managed on behalf of
external institutional and retail customers
and our internal life insurance operations.
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Asset management external net flows and external funds under management'*'*

£m = fl
Net flows £20,478m 219,740 Net flows £(11,501)m
15,248 208,003
1,586 1,500 1,736 11,602
3,141 1425 180 (7m0
. 49,455
182,519
163,855
136,763
1Jan 2017 M&GPrudential ~ Asia asset MMF Market 31Dec2017  M&GPrudential Asiaasset MMF Market 31 Dec 2018
asset management' and other asset management' and other
management movements management movements

M&GPrudential's external asset
management net outflows were £9.9 billion
(2017: netinflows of £17.3 billion) driven
by the expected redemption of a single
£6.5 billion low-margin institutional
mandate, and net outflows from wholesale
and direct clients from bond and equity
classes in volatile financial markets.

This was partially offset by inflows into
multi-asset wholesale offerings and other
institutional business products, including
public debt and illiquid credit strategies.
Internal life insurance assets under
management were £174.3 billion (2017:
£186.8 billion) benefiting from PruFund net
flows of £8.5 billion, offset by the effect of
the £12 billion* annuities reinsurance and
lower equity market levels. As aresult,
total M&GPrudential assets under
management'® reduced to £321.2 billion
(2017: £350.7 billion).

Eastspring's external assets under
management, excluding money market
funds, increased by 6 per cent (onan
actual exchange rate basis) to £49.5 billion,
reflecting the acquisition of TMB Asset
Management, which added £9 billion,
offset by client outflows and adverse
market movements. Higher internal assets
under management, driven by inflows into
the life business and money market funds,
lifted Eastspring's total assets under
management to £151.3 billion.

Other income and expenditure

and restructuring costs

Otherincome and expenditure consists

of interest payable on c