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It has been a historic year for 
Prudential. During 2021, we completed 
the strategic re-positioning of our 
business to focus solely on the growth 
opportunities in Asia and Africa.
Despite the difficult conditions created by the Covid-19 pandemic, 
we have continued to deliver for our customers and all our 
stakeholders, producing a resilient financial performance. Closed 
borders and lockdowns through the year have presented significant 
challenges to our management and employees, which makes the 
quality of their delivery over the year all the more extraordinary.

In February 2022 we announced that our Group Chief Executive, 
Mike Wells, would be retiring from his role at the end of March. 
I would like to thank Mike for his outstanding contribution to 
Prudential over the last 26 years, and particularly as CEO for the last 
seven years. He has led the Group through one of the most significant 
periods of change in its 174-year history, while steering it through the 
unprecedented events of the pandemic. The Board and I wish him 
every success in the future.

Given Prudential’s now-exclusive focus on Asia and Africa, the Board 
has decided that the roles of the Group CEO and the Group CFO will 
be based in Asia, where Prudential’s largest businesses, the Group 
regulator and the rest of the senior management team are located. 
With the strategic re-positioning of the Group complete, we can now 
take the next steps in the simplification of our management and 
operational model. We have a depth of talent and experience in the 
executive team under whose leadership the Group will continue to 
deliver on its strategy. I am delighted that Mark FitzPatrick is taking on 
the role of interim Group CEO and continuing as COO when Mike steps 
down, as we conduct a search for a Group CEO. And I am delighted 
that James Turner, currently our Group Chief Risk and Compliance 
Officer, will become Group Chief Financial Officer. For further details, 
please see the announcement made on 10 February 2022.

Prudential’s milestones in 2021 have been achieved due to the 
remarkable efforts of our people, who have maintained their 
dedication to serving our customers in the face of the many difficulties 
created by Covid-19. We sadly lost 52 staff and agents during the 
year to Covid-19 and our thoughts are with their families, friends and 
colleagues. We have taken steps throughout the year to support the 
emotional, mental and financial wellbeing of our people across the 
Group through these challenging times. 

Over the long term, we see that our markets have the capacity 
for superior growth and favourable dynamics, and that our strategy 
is aligned with public policy objectives. By applying our strengths 
and deploying them in our high-growth businesses, we believe we 
can deliver a distinctive shareholder proposition. In the immediate 
term, shareholders also benefited from the dividend payable in cash 
in respect of 2021 of 17.23 cents per share (2020: 16.10 cents per 
share), in line with our stated dividend policy.

We strive to support our customers by making healthcare affordable 
and accessible and by promoting financial inclusion. We work to 
protect our customers’ wealth, help them grow their assets, 
and empower them to save for their goals. We also seek to assist in 
the process of a just and inclusive carbon transition that understands 
and meets the needs of emerging and developing economies. As a 
significant asset manager and asset owner in regions forecast to be 
severely impacted by climate change, Prudential has a distinctive role 
to play in the inclusive transition to a low-carbon economy. During 
2021 we announced plans to decarbonise our portfolio of assets1 
held on behalf of our insurance companies, with a goal of becoming 
net zero by 2050.

Strategic re-positioning
During 2021 we completed the demerger of our US business, Jackson. 
The markets for the industry in the US have been extremely difficult 
in the recent period. We appreciate that the short-term valuation 
outcomes of this important step may have been disappointing for 
some longstanding shareholders, but we believe that the demerger 
was the right decision for Prudential in the long term, enabling the 
business to focus exclusively on and generate value from the 
opportunities in Asia and Africa. 

The long history of this company has been one of change, and the 
Jackson demerger has shown that we remain prepared to make 
difficult decisions in the long-term interest of the business, including 
reducing our footprint and becoming more focused to create value for 
shareholders. I wish our former colleagues in the US well. 

Following the demerger of Jackson, in 2021 we took further structural 
steps in our strategic transformation, conducting a successful equity 
raise in Hong Kong and a debt redemption. These have been executed 
during a period of extraordinary market volatility and, given these 
conditions, we expect it will take time for full value to be generated 
from what we have achieved.

The war in Ukraine and associated acute geopolitical tensions, 
together with the ongoing challenge from Covid-19 and its effects, 
mean that the environment remains highly uncertain. However, the 
underlying structural driver of our business – the need for health and 
protection provision in Asia and Africa – remains strong, and has in fact 
been reinforced by the pandemic. We are well positioned in markets 
where the need for our products is clear, we are continually innovating 
with our products and we have a multi-channel distribution network 
that ensures that we can deliver for our customers across our markets. 

Chair’s statement
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Eastspring is one of the  
largest pan-Asian asset 

managers and benefits  
from the structural advantages  

of predictable inflows from  
the Group’s life business.

READ MORE 26

We seek to protect the value 
of our business over the longer 

term through meeting customer 
expectations and disciplined risk 

management and increase value 
by adding new customers.

READ MORE 14 TO 27  
AND 30 TO 43

by helping our customers protect their wealth and save for their goals.

Meet customer  
expectations

Generate benefits  
for our stakeholders

Customer service 
and loyalty
We have high customer loyalty, 
with a retention ratio consistently 
in excess of 89 per cent2. 

The satisfaction and trust our 
customers have in our business 
translates into a high proportion 
of repeat sales.

Integrated asset 
management
We leverage Eastspring’s expertise 
in equity, bonds and multi-asset 
management to underpin our insurance 
products, as well as offering products 
direct to third-party institutions and 
retail clients.

Engaging our stakeholders
We engage with our stakeholder groups closely and 
take account of their concerns in our decision-making.

READ MORE 138 TO 145

The value we create  
for our stakeholders

Customers
We aim to provide accessible 
healthcare solutions as well as 
empowering our customers to 
save for their goals.

During the year  
we paid out3 over 

$8.8bn
to our customers in respect  
of the long-term insurance 
products they hold with us

Our people
We provide an inclusive working 
environment where we develop 
talent, reward performance,  
protect our people and value 
our differences.

 14,486
employees1

Regulators
We work with regulators to 
understand their objectives,  
priorities and concerns, and  
how they affect the shape  
of our business.

$13.2bn
GWS shareholder surplus

Investors
Our Asia and Africa-focused strategy 
will support long-term delivery of 
future shareholder returns through 
value appreciation and dividends.

EEV

$47.4bn
Government and 
wider society 
We regard governments and 
legislatures in the markets in 
which we operate as important 
stakeholders. We support our wider 
communities through investment in 
business and infrastructure, paying 
tax and community support activity.

$5.9m
direct cash donations to 
charitable organisations

Suppliers
We treat our suppliers fairly  
so we both mutually benefit  
from our relationship.

Notes
1	 Whole Group Full Time Equivalent 

Including Chair, all Directors, 
GEC members, Senior Managers, 
excluding joint ventures.

2	 Excluding India, Laos, Myanmar 
and Africa.

3	 Claims paid gross of reinsurance,  
see note C3.2(i) to the IFRS financial 
statements for more details. 

G
roup overview

Strategic report
G

overnance
D

irectors’ rem
uneration report

Financial statem
ents

European Em
bedded Value (EEV

) basis results
Additional inform

ation

	 Prudential plc  
	 Annual Report 2021 � 13



Strategic and operating review

Re-positioned the Group into an 
Asia and Africa-focused business
During 2021 we completed the planned strategic 
re‑positioning of our business, while at the same time 
delivering a resilient financial performance, despite the 
challenges posed by the continuing Covid-19 pandemic.
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Over the course of the year, we completed the reshaping of our 
business into one focused entirely on the long-term opportunities 
we have identified in Asia and Africa. In the fourth quarter, we carried 
out a successful $2.4 billion1 equity raise in Hong Kong. In December 
2021 and January 2022 cash from this issuance was deployed in 
deleveraging our balance sheet in a $2.25 billion debt redemption 
programme. These actions, together with the associated reduction 
in interest costs, have enhanced our financial flexibility in light of the 
breadth of opportunities to invest for growth in Asia and Africa.

In 2021, despite ongoing disruption, our digitally-enabled, multi-
channel and geographically diversified platform delivered 8 per cent 
growth2 in APE sales3 (10 per cent on an actual exchange rate basis). 
Sales in Hong Kong continued to be constrained by the ongoing 
closure of the border with Mainland China. However, excluding 
Hong Kong, APE sales were 16 per cent2 higher (19 per cent on an 
actual exchange rate basis). Eight markets in Asia and our Africa 
business saw double-digit growth including Mainland China, India, 
Malaysia, the Philippines, Singapore and Thailand. The increase in 
APE sales, combined with an improvement in new business margins 
given a favourable shift in business mix, resulted in a 13 per cent2 
increase in Group new business profit4. Business mix saw a shift into 
more profitable shareholder-backed business, particularly in Hong 
Kong. Our adjusted IFRS operating profit based on longer-term 
investment returns (adjusted operating profit5) for 2021 from our 
continuing operations increased by 16 per cent on a constant 
exchange rate basis (17 per cent on an actual exchange rate basis), 
reflecting the geographic, product and distribution channel 
diversification of our Asia and Africa-focused business model. 
The total IFRS loss after tax for 2021 was $(2,813) million (2020: 
$2,231 million profit after tax on a constant exchange rate basis, 
$2,185 million profit after tax on an actual exchange rate basis), 
which comprised a $2,214 million profit after tax from continuing 
operations (2020: $2,514 million profit after tax on a constant 
exchange rate basis, $2,468 million profit after tax on an actual 
exchange rate basis) and a $(5,027) million loss after tax from 
discontinued operations (2020: $(283) million loss after tax on a 
constant and actual exchange rate basis). This loss from discontinued 
operations is due to the write-down of Jackson to its fair value upon 
demerger, as required by accounting standards. The Group’s financial 
performance for the year is further discussed in the Financial Review 
later in this strategic report.

The Covid-19 pandemic has had an ongoing impact on the markets 
in which we operate and the lives of our customers, and has caused 
continuing personal and working challenges for all our colleagues. 
Our people have not only risen to the challenges posed by Covid-19, 
but have also continued to deliver to the highest standards for our 
customers and our business.

Our purpose is to help people get the most out of life, and both our 
strategic steps and our service to our customers are enabling us to 
fulfil that purpose. Our strategy of focusing on our markets in Asia 
and Africa enables us to devote our resources to serving customers 
in markets where there are substantial growth opportunities and to 
be aligned with broader public policy and societal needs. Our range 
of products, our digitally-enabled multi-channel distribution and the 
dynamic capabilities of our operations mean that not only can we 
seek to meet those needs but also to help prevent, postpone and 
protect customers from threats to their health and wellbeing, as well 
as support them to achieve their savings goals.

Alongside our key strategic steps, during 2021 we supported our key 
stakeholders in many different ways, particularly in the face of the 
challenges created by Covid-19. For our customers, we have developed 
and tailored our range of products, in particular in health and 
protection, to allow these products to be suitable for a wider range 
of income groups such as through our ‘bite-sized’ insurance products. 
These are already offered in a number of markets including Malaysia, 
the Philippines, Cambodia and Vietnam, and are designed to cater for 
the specific needs of under-insured consumers and first-time buyers. 
For our agents, we have delivered significant training and productivity 
tools, enabling them to continue to retain client contact and 
accelerate the lead referral process. For our employees, we have paid 
salaries and wages of $1.0 billion in the year6, as well as providing 
significant support in terms of wellness, flexible working and helping 
them to manage their mental health. We have recognised the efforts 
that our staff have made during the year and have granted $1,000 
of Prudential shares to each full-time employee. For our regulators, 
we have participated in multiple engagements on industry 
developments including enhanced risk management, monitoring 
customer outcomes and risk-based capital. The Group continues to 
make significant tax contributions in the jurisdictions in which it 
operates, with more than $1 billion remitted to tax authorities in 2021. 
We have funds under management of $258.5 billion7 and are 
significant investors in Asia and Africa economies.

In the near term, our corporate activity is expected to include the 
reduction of our stake in Jackson to less than 10 per cent and the 
securing of additional central cost savings of $70 million8 from the 
start of 2023. We will continue to ensure our central functions remain 
resilient and compliant.

We are ending this historic year of change and development ideally 
positioned to take advantage of the opportunities in our chosen 
markets. Through our continually improving range of products, 
our wide-ranging, digitally-enabled multi-channel distribution and 
our execution capabilities, we are well placed to continue to build 
for our customers across our markets well into the future.
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Group strategy
Our strategy is aligned with the supportive structural trends in Asia 
and Africa. Despite the rapid rise in prosperity in Asia, people still have 
low levels of insurance cover, with 39 per cent of health and protection 
spend still paid out-of-pocket9, and an estimated 80 per cent of the 
population of Asia still without insurance cover10. Combined with rising 
prosperity and ageing populations, this creates a large and growing 
health and protection gap that has been estimated at $1.8 trillion11.

These long-term trends underpin rising demand for savings and 
protection across both Asia and Africa, and create significant 
opportunity for growth and value creation. By delivering products 
and services that are specific to consumer segments and markets, 
we are well positioned to meet the growing health, protection and 
long-term savings needs of customers in these geographies.

We are developing the capacity to serve up to 50 million customers by 
2025 through investing in our multi-channel distribution capabilities, 
applying digital capabilities to increase the efficiency of our 
operations and introducing products and services that allow us to 
develop more diverse customer bases in our markets. We continue to 
invest in our people and systems to ensure we have the resources to 
deliver on our long-term growth strategy and to evolve our operating 
model to keep pace with our opportunities as an exclusively Asian 
and African business. We seek to achieve this by:

>	 Delivering profitable growth in a socially responsible way; 
>	 Digitalising our products, services and experiences; and 
>	 Humanising our company and advice channels.

We have significant investment appetite that is based on the absolute 
size and demographic characteristics of each economy and our ability 
to build competitive advantage, leveraging our scale and expertise. 
We will continue to build on our leading positions in Hong Kong and 
South-east Asia, and we see the greatest growth opportunities in the 
largest economies of China, India, Indonesia and Thailand. At the 
same time, we are continuing to develop our businesses in Africa, 
where our investment gives us exposure to a growing, under-served 
continent whose population is expected to double to more than 
two billion people by 205012.

Delivering the strategy
Our strategy is pursued through providing a wide range of products 
which are then refined through continued innovation and iterative 
enhancements driven by customer needs. These products and services 
are then offered to those customers through our multi-channel 
distribution suite of channels – agents, bancassurance, digital and 
other. Increasingly customers are seeking to interact with us through 
a combination of digital channels and in-person agents. We are 
adapting our capabilities to match customers’ preferences for 
engagement during both purchase and servicing of our policies. 
Our product mix and multi-channel distribution capability have 
been the key drivers of new business profitability and growth in 
embedded value.

Our products are tailored to the developing requirements of local 
markets and the fast-changing needs of individual customers. 
Our focus is on health and protection and savings products, and in 
2021 54 per cent of our new business profit was contributed by health 
and protection solutions, with the rest provided by savings products 
including participating, linked and other traditional products.

We have responded to the changing needs of our customers by 
broadening coverage for new risks and adding innovative features 
to existing products. For example, during 2021, we introduced or 
enhanced more than 200 new products, including more than 90 
digital and protection products. Further details are given below 
in the operational performance by market section.

Our product and other initiatives helped attract over 2.5 million 
customers in 2021 who were not existing policyholders of Prudential. 
This contributed to an increase in our total life customer base to 
18.6 million (2020: 17.4 million excluding Jackson). New business 
policies sold to both new and existing customers rose to 3.9 million, 
an increase of 16 per cent over the prior year and included 109,000 
polices which were sold direct to the consumer through digital 
systems, including Pulse. These new policies included 2.2 million 
health and protection cases, an increase of 41 per cent when 
compared with the prior year, reflecting our customers’ increased 
focus on this area in light of the pandemic.

To ensure that customers have the best access to our products, 
we have a multi-channel and integrated distribution strategy that is 
able to adapt flexibly to changing local market conditions. We have an 
extensive distribution network encompassing agency, bancassurance 
and non-traditional partnerships, including digital.

Our agency channel is a key component of our success, providing 
65 per cent of our new business profit, given the high proportion of 
high-margin protection products sold through this channel. We have 
over 540,000 licenced tied agents13 across our life insurance markets. 
The productivity of our active agents increased by 3 per cent during 
202113, based on APE sales per active agent as we, and our customers, 
focus increasingly on standalone protection products. New business 
profit from the agency channel fell by (1) per cent2 to $1,646 million 
in 2021. Excluding Hong Kong the increase was 9 per cent2.

Our continued support for our agency channel positions us well for 
sustainable growth. We have recruited circa 123,000 agents during 
the year13 and continue to move our recruitment, training and 
management of agents on-line. The use of virtual sales tools has 
enabled us to deliver 45 per cent of agency new cases in 2021 
virtually, compared with 28 per cent from April to December in 2020, 
demonstrating our embedding of these processes and building 
resilience for the future.

Agent professionalism and career progression are extremely important 
to us, and we provide tailored training programmes that share our 
agents’ experience and best practice across different markets. At the 
same time, we continually upgrade the tools available to our agents to 
assist them during the sales process and enhance productivity. Agents 
that qualified for the Million Dollar Round Table (MDRT) award during 
2021 contributed 40 per cent of APE sales in the relevant markets14 
in 2021 (2020: 34 per cent14).

Strategic and operating review / continued
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We have a leading bancassurance franchise, providing access to 
over 26,000 bank branches through our strategic partnerships with 
over 160 multinational banks and prominent domestic banks. 2021 
saw new business profit through the bancassurance channel increase 
by 56 per cent to $795 million. Sales made virtually accounted for 
around 30 per cent of new business cases made through the 
bancassurance channel in 2021 (2020: 27 per cent from July 2020).

Alongside our agency and bancassurance channels, we also have 
Pulse by Prudential, our digital platform and ecosystem. Our aspiration 
is that Pulse facilitates customer acquisition at scale, provides an 
enhanced customer experience and acts as a platform for the 
business, with scope for delivering future operational efficiency.

Our pan-Asia asset manager, Eastspring, is one of the largest pan-Asia 
asset managers, managing $258.5 billion in assets across 11 markets 
in Asia15, and is a top-10 asset manager in six of those markets. We 
continue to diversify Eastspring’s product set and intend to accelerate 
its development as a leader in Asia by broadening its investment 
strategies and making wealth services more accessible at lower levels 
of individual contributions. Eastspring is playing an important role 
in supporting our commitment to carbon reduction in our insurance 
company asset portfolio, allowing us to deliver profitable growth 
alongside a positive social impact. Further details are set out in the 
operational performance by market section.

Pulse and our digital offerings
Prudential’s Pulse digital platform is designed to connect with 
customers and potential customers on key elements in their lives, 
namely their health and wealth. As well as offering our own products 
it provides a number of other features to engage and support customers 
in this area. We work with partners to deliver these additional services 
and features and to date we have entered into 56 key digital 
partnerships. We continue to expand our collaboration with new 
partners helping us widen access to new customer segments and 
deepen our engagement with our users. Prudential’s widely recognised 
brand and Pulse’s geographically diverse platform means that we can 
attract and work with multiple ‘best-in-class’ partners across numerous 
fields of expertise and sectors.

Pulse is active in 17 markets in Asia and Africa and we utilise AI 
technology to offer users a selection of services, ranging from health 
assessments, risk factor identification, telemedicine and wellness to 
digital payment capabilities. Health features such as AI Symptom 
checker and Digital Twin have been launched in Pulse to most 
markets in which Pulse is available. These features are paired with 
health experts online (where available) and fitness communities to 
help Pulse users stay healthier. 

Pulse has now been downloaded more than 32 million16 times. 
Download growth has moderated more recently given that Pulse has 
now been rolled out to most of the markets we operate in. The focus 
now is on customer segmentation and engagement campaigns on 
the installed base so that Pulse now supports all of our distribution 
channels. APE sales associated with Pulse increased by 73 per cent2 
to $364 million in 202117. These sales represented circa 11 per cent 
of our total APE sales in markets where Pulse is available. This 
percentage contribution has increased steadily over the second 
half of the year, ending the last quarter of 2021 at 13 per cent.

We believe Pulse provides a wide range of benefits to Prudential, 
including:

>	 Efficient model to acquire, engage and serve users at scale, 
widening access to new customer segments for Prudential. 
This includes attracting a new, younger generation of customers.

>	 Reduces marginal customer acquisition costs through targeted 
marketing campaigns.

>	 Aggregated data on Pulse helps deliver greater customer insights 
and supports improved productivity for Prudential’s distribution 
channels by serving those customers that require a more 
personal/advice led approach which are often higher margin 
more complex products. 

>	 Promotes better customer retention characteristics via stronger 
engagement and frequent contact, particularly for digital-savvy 
customers or customers who prefer virtual interactions.

Pulse is intended to become in due course a common platform across 
our markets to provide end-to-end processing, with all policy sales 
and servicing conducted within the platform for digital products. 
In addition, it is intended to provide an integrated business solution 
for our agency sales force, which should assist in creating a future-
ready sales force capable of serving technology-savvy customers, 
as well as customers who prefer to meet virtually or a combination of 
both. Over the longer term this also has the potential to enhance our 
current operating model by removing some of the diverse technology 
systems and manual processes across our markets. 
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Strategic and operating review / continued

Pulse supports the agency channel and its use is demonstrated by the 
number of leads recorded on Pulse, which totalled 4.3 million in 202118.

As an example, our Philippines business saw over 1.9 million leads 
distributed to agents in 2021. These leads were provided to agents 
via PRULeads (within Pulse), where agents are provided with lead and 
campaign details derived from data generated from Pulse. The agents 
are also provided with suggested introductory discussion points to 
engage and develop dialogue with customers. Lastly, product 
information materials specific to the campaign are tagged in 
PRULeads, allowing agents access to those materials should that 
be necessary. 

Pulse also supports our bank partners in bringing digital solutions 
to customers. In the Philippines for example, Prudential has teamed 
up with CIMB Bank Philippines (CIMB PH) to make digital financial 
products and service more accessible. CIMB PH is one of the fastest 
growing banks in the Philippines, adopting and offering digital 
banking products to its more than five million customers. We are the 
first bancassurance partner for CIMB. Pulse products will be made 
available on CIMB’s platform and vice-versa.

It is intended that Pulse will broaden Prudential’s customer reach, 
improve our channel productivity and generate efficiencies as 
we scale. Prudential continues to evaluate options for the 
development of Pulse in India and Mainland China. Our operations 
there already have sophisticated digital offerings provided by our 
respective joint venture partners in these technologically advanced 
multi-channel businesses.

Capital allocation
We apply a disciplined approach to capital allocation by applying the 
framework discussed in the Financial Review both to organic investment 
in new business and to considering inorganic growth options.

We aim to deliver ongoing capital generation by investing capital 
to write products with high rates of return and short payback 
periods. We expect to generate attractive returns on our new 
business driven particularly by the focus on health and protection 
and regular premium products. This creates new capital, which can 
be reinvested into writing more profitable new business. In 2021, 
we generated almost five times the new business profit for each $1 
invested organically.

The operation of our approach to capital management is 
demonstrated by our delivery of return on shareholders’ equity 
as set out below:

Operating return19 on shareholders’ equity (%)

2021 2020

Operating return19 on IFRS shareholders’ equity20 18 20
Operating return19 on EEV shareholders’ equity20 8 8

Leadership developments
During 2021, a number of leadership changes took place. Our Group 
Chief Digital Officer retired and was succeeded by his deputy. 
In Indonesia, Malaysia and the Philippines, new CEOs were appointed 
following retirements and in all three cases the new appointees 
brought in additional skill sets including Sharia finance and 
technology. The CEOs in all our major segments have many years 
of experience of working in the markets they oversee and are all local 
to their markets. 

Environmental, Social and Governance
During 2021, we have strengthened our focus on Environmental, 
Social and Governance (ESG) matters, building on the new ESG 
strategic framework which we developed in 2020. 

Across Prudential, inclusivity runs as a common theme in all of our 
ESG activity. Within our core business activity of making health 
accessible, we seek to make our products as inclusive as possible and 
during 2021, we developed a campaign, We DO Family, to support the 
development of more inclusive products that recognise the evolution 
of nuclear families; our approach to climate change is underscored 
by our commitment to an inclusive transition in our markets; and, 
we further progressed our diversity and inclusion activity including 
the launch of PRUCommunities, a safe place for our people to share 
identities, interests, goals, and the changes they would like to see at 
Prudential. We consider this focus on inclusivity, both internally and 
externally, to be pivotal to meeting our purpose.

We recognise the importance of targets in evidencing our 
commitment to progress on ESG topics. As a significant asset manager 
and asset owner in regions forecast to be impacted severely by climate 
change, we have a distinctive role to play in the inclusive transition to 
a low-carbon economy. Recognising this, in May 2021, we set a target 
to be net zero by 2050 for our insurance assets supported by a 
25 per cent reduction in emissions from the portfolio by 2025. 
In addition, we have established targets for a 25 per cent reduction 
in Scope 1 and 2 carbon emissions per employee by 2030. 

Our ESG report on pages 66 to 136 sets out in more detail our ESG 
activities during the year, including our progress towards these targets 
on page 83.

Outlook
We enter 2022 with a strong balance sheet and capital position. 
The timing of the opening of the Hong Kong border remains 
uncertain and Covid-19 will continue to have an impact. The current 
conflict in Ukraine could have wider implications for global economic 
and market conditions as well as geopolitical relations. However, 
we believe our multi-channel approach and focus on quality business 
and operating efficiency is the right strategy for dealing with volatile 
operating conditions. We are confident that our investment in new 
business, distribution and product enhancements will continue to 
meet the needs of our customers and build value for our shareholders 
over the long term.
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Operational performance by market
The following commentary provides an update on the operational capabilities and performance for each of the Group’s segments. Discussion 
of the financial performance of the Group and its segments is contained separately in the Financial Review section of this Strategic Report.

Mainland China – CITIC Prudential Life (CPL)

Actual exchange rate Constant exchange rate

2021 2020 Change 2020 Change

APE sales ($m) 776 582 33% 623 25%
New business profit ($m) 352 269 31% 288 22%
New business margin (%) 45 46 (1)ppts 46 (1)ppts
Adjusted operating profit ($m) 343 251 37% 269 28%
IFRS profit after tax ($m) 278 394 (29)% 423 (34)%

Amounts included in the table above represent the Group’s 50 per cent share.

Mainland China continues to present significant opportunities for 
Prudential, driven by the low levels of insurance penetration, conducive 
regulatory proposals for the long-term development of insurance 
markets as well as favourable demographics such as an ageing 
population, emerging middle class and rapid urbanisation. These 
factors support further growth both in health and protection as well 
as pension products and services.

Prudential’s life business in Mainland China, CPL, is a 50/50 joint 
venture with CITIC, a leading Chinese state-owned conglomerate. 
CPL benefits from a balanced distribution network with strength 
in agency and bancassurance and a well-diversified product range. 
CPL has a substantial opportunity to expand and deepen its presence 
across its nationwide footprint of 20 branches covering 99 cities. 
Our Mainland China business has a particular focus on areas with 
the greatest economic growth potential, a strategy aligned with 
the Chinese government’s ‘City Cluster Model’, centred on Beijing, 
Shanghai and the Greater Bay Area, a region which, if it was a 
separate economy, would be one of the 10 largest economies 
in the world46. We customise our solutions for various customer 
segments. We target the high net worth individuals and families 
with inter-generational insurance and wealth solutions incorporating 
legacy planning. We also tailor our protection and education solutions 
to the needs of the younger generation, which we combine with 
healthcare and childcare services. Our group life and health solutions 
are popular with business owners and their employees.

New business performance during 2021
CPL became the largest contributor to the Group’s total APE sales in 
2021, supported by APE sales growth of 25 per cent2 to $776 million. 
Our solid and resilient growth has been underpinned by our diversified 
distribution strategy, with both agency and bancassurance channels 
delivering double-digit APE sales growth at 25 per cent2 and 
28 per cent2 respectively in 2021.

Sales volume growth led to a 22 per cent2 increase in overall 
new business profit compared with the same period in 2020 and 
significantly exceeded the pre-pandemic level of 2019 by 25 per cent2. 
In a challenging environment, our agency continued to deliver growth 
in new business profit at an attractive margin above 70 per cent, 
driven by strong growth in non-participating products. The 
bancassurance new business profit margin was stable at 39 per cent 
with new business profit growth driven by higher sales, notably in 
the linked segment.

CPL continues to outgrow the overall sector. In 2021, CPL increased 
its overall market share to 0.86 per cent21, from 0.74 per cent21 in 2020. 

Delivering customer-led solutions
Our Mainland China business presents solutions that address the 
financial security and wellbeing of our customers at different life 
stages, with built-in related services enriching the overall customer 
propositions. Our solutions and services are combined in an ecosystem 
that provides an integrated experience, meets the full demands of 
customers and strengthens our relationships with them.

During 2021, we upgraded our award-winning critical illness solution 
(‘Hui Kang Zhi Cheng’) by enhancing benefit coverage conditions 
and reducing waiting periods for certain recurrent claims such as 
cancer. Beyond protection, we offer a health concierge service that 
provides preventive healthcare, a panel of specialists for consultation 
on treatment options, priority hospital access and mental health 
rehabilitation services. 

To meet our customers’ desire for a more digital experience, 
engagement, fulfilment and servicing with customers and distributors, 
are carried out through our mobile first Xin Yi Tong app. Our ‘Virtual 
Lounge’ leverages technology to humanise connection between the 
agent and the customer. Digital media recognised the technology’s 
customer useability. In fact, our CPL business continues to report one 
of the highest virtual sales rates amongst our business units of over 
80 per cent despite the near-normalisation of the Covid-19 situation.

Multi-channel distribution
We continue to focus on building a professional, high-quality agency 
force, with suitable knowledge of health and protection products. 
Our 17,800 agents serve customers across the country. Our agency 
productivity has improved markedly, with APE sales per active agent 
rising 61 per cent and over 1,100 agents qualifying for the MDRT 
award in 2021. Our total agency force reduced during the year in the 
context of the industry going through a period of rationalisation and 
our own focus on quality. We are empowering agents with tools and 
techniques that help engage customers in order to provide customer-
centric solutions. Over time, as our agency force continues to mature 
and build experience, we expect this to result in further enhancement 
in productivity, providing additional support to our growth trajectory 
in CPL.

Meanwhile, we also continue to build out our bancassurance 
distribution. We have a network of 48 bancassurance partners 
with access to over 6,000 branches across Mainland China, 
supported by over 3,000 insurance specialists catering to the 
customers of the banks. This has resulted in higher levels of 
new business from the bank channel and, coupled with further 
improvement in product mix, new business profit expanded 
by 31 per cent2 in the bancassurance channel.
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Strategic and operating review / continued

Hong Kong

Actual exchange rate Constant exchange rate

2021 2020 Change 2020 Change

APE sales ($m) 550 758 (27)% 757 (27)%
New business profit ($m) 736 787 (6)% 786 (6)%
New business margin (%) 134 104 30ppts 104 30ppts
Adjusted operating profit ($m) 975 891 9% 889 10%
IFRS profit after tax ($m) 1,068 994 7% 991 8%

Our Hong Kong business, established over 57 years ago, offers 
domestic Hong Kong residents and mainland visitors sophisticated 
critical illness, medical benefits and life insurance protection business, 
as well as investment products in a UK-style with-profits structure.

Our continued pivot to domestic customers, diversification of 
distribution channels and focus on value creation has resulted in 
9 per cent2 growth in new business profit for the domestic segment 
despite the disruption of Covid-19. We continue to refresh and 
upgrade our offerings with comprehensive protection and wealth 
accumulation propositions for the affluent customers, while leveraging 
our strengths in affordable healthcare products such as VHIS and 
wellness services via Pulse which appeal to the mass market. For small 
and medium enterprises (SMEs), we are leveraging our digital 
Business@Pulse platform to provide group solutions as well as wellness 
programs aimed at improving employees’ well-being beyond work. 
Meanwhile, Mainland China customers remain an important 
customer segment for the Group’s Hong Kong business, although APE 
sales have been severely curtailed following the closure of the border 
between Mainland China and Hong Kong implemented in late 
January 2020. Based on its own and third-party surveys, the Group 
believes there is latent demand from Mainland China customers for its 
Hong Kong product suite, driven by the sophistication of the products 
offered and the high level of medical care available in Hong Kong. As a 
result, the Group expects to see the return of this important source of 
new business when the border between Mainland China and Hong 
Kong reopens and visitor arrivals normalise.

Additionally, supportive regulatory developments such as Wealth and 
Insurance Connect between the Greater Bay Area and Hong Kong will 
further enhance the Hong Kong business’s ability to serve Mainland 
China customers. We are well placed to capture the longer-term 
opportunities in the Greater Bay Area given our solid foothold in 
Hong Kong and presence in all domestic cities in the Greater Bay 
Area and our pending application for a licence to operate in Macau.

New business performance during 2021
Overall APE sales declined by (27) per cent2 in the year as border closure 
continued to prevent Mainland China visitors from buying insurance 
products in Hong Kong. In the domestic segment, we further 
strengthened our focus on regular-premium health and protection 
products and also shifted towards higher margin savings solutions. 
This strategy helped improve the protection mix by 7 percentage 
points2 and grow protection APE sales by 12 per cent2, although the 
resultant lower case size led to a 15 per cent2 fall in overall APE sales 
for the domestic segment. Benefiting from margin improvement, 
new business profit grew 9 per cent2 for the domestic segment and with 
significant Mainland China sales in the first quarter of 2020 only and 
sales being insignificant for the whole of 2021, the overall Hong Kong 
new business profit dropped by a modest (6) per cent2. Despite the 
decline in the year, overall new business profit saw strong sequential 
momentum throughout the year, with quarter on quarter expansion 
in each quarter since the second quarter of 2021, thanks to our focus 
on health and protection and higher-margin savings products.

Delivering customer-led solutions
The business fulfils customer needs via its wide range of protection, 
savings and investment product offerings. In addition to 
comprehensive critical illness solutions catering to affluent and high 
net worth customers, we also extend access to affordable healthcare 
by offering a full range of Voluntary Health Insurance Scheme (VHIS) 
products. The APE sales of VHIS almost tripled in 2021 following 
the launch of our mid-tier VHIS product. Meanwhile, we have fully 
embraced the government’s ‘Qualified Deferred Annuity Plan’ (QDAP) 
for retirement, making us one of the leading players22 in the market.  

Our investment proposition provides access to international equities 
and bonds. Our with-profits product offering pools the investments 
of policyholders and allocates returns based on long-term investment 
performance (similar to that used historically in the UK). This is a 
distinct, capital-efficient structure benefiting from significant scale, 
enabling Prudential to provide differentiated products while 
generating attractive margins.

Multi-channel distribution
We operate a digitally enabled multi-distribution platform and provide 
customers choice on how they prefer to be served. We have the largest 
agency force of 21,579 agents in the Hong Kong market, and this 
channel accounted for more than 60 per cent of our APE sales in the 
year. Despite a challenging operating backdrop, overall agent activity 
has been broadly stable thanks to intensified agent training and 
development, enhanced customer engagement tools such as Pulse 
and PRULeads, as well as broadened product offerings.

On the bancassurance side, we have a long-standing strategic 
alliance with Standard Chartered Bank which has grown from 
strength to strength for more than 20 years. This channel achieved new 
business profit growth of 140 per cent2 for the domestic segment driven 
by product enhancements and higher health and protection sales.
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Indonesia

Actual exchange rate Constant exchange rate

2021 2020 Change 2020 Change

APE sales ($m) 252 267 (6)% 271 (7)%
New business profit ($m) 125 155 (19)% 158 (21)%
New business margin (%) 50 58 (8)ppts 58 (8)ppts
Adjusted operating profit ($m) 446 519 (14)% 529 (16)%
IFRS profit after tax ($m) 362 409 (11)% 417 (13)%

In Indonesia, we are one of the market leaders in the overall life 
insurance market with 10 per cent market share by weighted new 
premium in 202123. We are also the market leader with a 29 per cent 
market share in the fast-growing Sharia segment in Indonesia23, which 
has the largest Muslim population in the world. Our main strategic 
objectives are to secure new bancassurance partners for the mass 
market, improving capabilities to serve our customers better through 
digitalisation and operational advancements, as well as preparing 
new propositions to cater to our target segments in anticipation of the 
post-Covid-19 economic rebound and upcoming new regulation on 
investment-linked products.

We have upgraded our offerings for the affluent segment where 
customers seek broad insurance and savings products supported by 
value-added services. We have also launched simpler, lower-ticket-size 
standalone protection solutions serving the insurance needs of 
mass segments. Our Pulse digital platform appeals to digitally-savvy 
younger customers. For SMEs, we have created a comprehensive 
suite of group health and life solutions which are provided alongside 
related services through our digital Business@Pulse platform. We also 
strengthened our market leadership in the fast-growing Sharia 
segment through our inclusive Sharia offerings.

New business performance during 2021
Overall APE sales fell by (7) per cent2 with Covid-19-related social 
movement restrictions disrupting sales activity throughout much of 
the year. The pandemic, which caused over four million24 infections 
nationally by the end of 2021 in a population of circa 270 million25 has 
resulted in higher than expected claims. It is estimated that Indonesia 
accounted for over 60 per cent of total Covid-19-related claims across 
Asia of our policyholders. Movement restrictions were particularly 
severe in the third quarter of 2021, before easing towards the end of 
the year as Indonesia emerged from its latest Covid-19 wave. During 
the year, there was an increasingly effective rollout of the vaccination 
programme with the percentage of population vaccinated increasing 
from circa 11 per cent at the end of June to about 60 per cent at the 
end of December. APE sales in the fourth quarter were 29 per cent26 
higher than those in the third quarter, with sales in the second half 
of the year 15 per cent26 higher than the first half of 2021.

Despite the fall in absolute APE sales amounts year-on-year, 
we have seen a growth of over 37 per cent in the number of standalone 
protection policies sold over the period, which contributed to over 
70 per cent of total policies sold and 43 per cent of total APE sales 
(2020: 29 per cent of APE sales). Our strength in the Sharia segment 
also added resilience to the business with a 19 per cent increase in new 
Sharia policies. We did however experience a worsening of persistency 
exacerbated by the financial hardships of our policyholders.

Overall new business profit was (21) per cent2 lower, reflecting lower 
APE sales volumes as a result of lower average case sizes as we 
continue to diversify our product suite and move further into the 
Shariah mass market. Changes in economic conditions also led to a 
drag on new business profit over the period. Despite the fall in the year, 
new business profit improved as the year progressed, with a quarter on 
quarter increase in each quarter since the second quarter of the year.

Delivering customer-led solutions
We have executed well in difficult market conditions through 
innovating our product offerings, as well as increasing digital 
capability to mitigate the restrictions of Covid-19 on face-to-face 
agency sales. Total new policies grew 7 per cent driven by our strategy 
of expanding low ticket-size standalone protection policies to low 
and mid-income customers.

We continue to lead in the Sharia segment, with a commitment 
to expand inclusive product offerings to the mass market segment. 
For example, we have launched PRUCerah, the first Sharia-compliant 
education participating product in the market, and continue our 
PRUCinta (traditional Sharia product) offering. Together PRUCerah 
and PRUCinta contributed 13 per cent of total APE sales. To realise the 
potential of the Indonesian Sharia life market, we are setting up a 
dedicated Sharia business with the establishment of Prudential Sharia 
Life Assurance. This will enable full product vetting by the Sharia 
religious authorities and the use of specialist distribution techniques. 
In the Enterprise Business space, we achieved APE sales growth of 
33 per cent2 in 2021, and, supported by our digital capabilities, 
positioned ourselves as the choice for start-up, fintech and financial 
institutions as their Employee Benefit provider.

Multi-channel distribution
The quality and productivity of our agency channel continued to 
improve. Thanks to ongoing agency reform initiatives and the 
broadening of our product offerings, the number of active agents 
increased by 4 per cent. We remain as one of the market leaders in the 
agency segment with 25 per cent27 of total market share. In the Sharia 
segment, we maintain one of the largest agency forces with almost 
143,000 agents, which was 11 per cent higher than the prior year.

Development of our bancassurance channel also gathered pace. 
New business profit increased 25 per cent2 despite flat APE sales 
as a result of higher-margin new products in the traditional, funds 
and retirement space. We have also started to offer Sharia products 
through our bank partners, which contributed 4 per cent of total 
bancassurance APE sales in 2021.
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Strategic and operating review / continued

Malaysia

Actual exchange rate Constant exchange rate

2021 2020 Change 2020 Change

APE sales ($m) 461 346 33% 351 31%
New business profit ($m) 232 209 11% 212 9%
New business margin (%) 50 60 (10)ppts 60 (10)ppts
Adjusted operating profit ($m) 350 309 13% 313 12%
IFRS profit after tax ($m) 265 256 4% 259 2%

In Malaysia, the Group has leading market positions in both the 
conventional and Takaful markets28 and has been serving customers 
for more than 97 years. The Takaful segment has substantial 
opportunities for growth, and we are the largest player with a 
30 per cent market share29. We continuously upgrade our saving 
and protection solutions to serve the affluent segment, and have 
supplemented these recently by launching more simple, flexible 
solutions to serve the mass market. We also continue to broaden our 
Islamic wealth and protection solutions to strengthen our leadership 
in the fast-growing mass affluent Takaful segment.

New business performance during 2021
APE sales increased by 31 per cent2, driven by growth of 45 per cent 
in agency production despite the tightening of Covid-19-related 
movement restrictions at several points throughout the year. The 
Takaful business achieved APE sales growth of 61 per cent2 fuelled 
by an increase in active agents. New business profit was 9 per cent2 
higher, driven by higher volumes but given the relative weight of 
health and protection products, this was partly offset by the effect 
of higher interest rates in the period, tax changes and shift in product 
mix towards shorter-pay products, which also restricted new business 
profit and margin. Overall new business profit from health and 
protection business increased by 28 per cent2, including the benefit 
from repricing actions during the year.

Delivering customer-led solutions
With a total of 2.7 million customers, our Malaysia business is focused 
on providing holistic health and wealth solutions. Customer retention 
is high in both conventional and Takaful segments with 95 per cent 
and 87 per cent of customers respectively staying with the business. 
Most products are regular premium, which accounted for 98 per cent 
of APE sales in 2021. PruAllCare was launched in the last quarter of 
2021 that provides comprehensive critical illness coverage and covers 
up to 190 conditions. Leveraging our Pulse platform, the business is 
also reaching out to the underserved communities and providing 
affordable and accessible healthcare services and wellness awareness 
to all Malaysians including the Muslim Community. More information 
is set out in our ESG section later in this Annual Report.

Multi-channel distribution
Our Malaysian business benefits from a growing agency force, 
with over 1,200 MDRT qualifiers, contributing to 36 per cent of 
total Agency APE sales30. The number of total active agents is up 
20 per cent on the prior year. In the Takaful segment, we have one 
of the largest agency forces with over 18,000 agents, which was 
18 per cent higher than the prior year.

We also continue to benefit from our established bancassurance 
partnerships with Standard Charted Bank and UOB. Following the 
pivot to higher protection and savings sales through our bank partners, 
new business profit through this channel saw 33 per cent growth.
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Singapore

Actual exchange rate Constant exchange rate

2021 2020 Change 2020 Change

APE sales ($m) 743 610 22% 626 19%
New business profit ($m) 523 341 53% 350 49%
New business margin (%) 70 56 14ppts 56 14ppts
Adjusted operating profit ($m) 663 574 16% 589 13%
IFRS profit after tax ($m) 394 521 (24)% 535 (26)%

In Singapore, we are one of the market leaders in protection, savings 
and investment-linked plans31. We have been serving the financial 
needs of Singapore for more than 90 years, delivering a suite of 
product offerings and professional advisory through our network 
of more than 5,000 financial consultants and our bank partners. 
We see significant prospects to increase our presence in the high 
net‑worth segment by further upgrading our suite of health and 
legacy planning products, as well as strengthening our position in the 
affluent segment with flexible health and retirement solutions. We are 
building capabilities on Pulse to offer simpler insurance products, 
including our Shield offerings. We also grew our presence in the SME 
space by leveraging our Business@Pulse platform.

New business performance during 2021
Our new business momentum in Singapore continued despite the 
tightening of Covid-19-related movement restrictions at several points 
throughout the year. APE sales were 19 per cent2 higher, supported 
by 10 per cent2 growth across our agency channel and 30 per cent2 
growth across our bancassurance channel. New business profit 
increased by 49 per cent2, reflecting higher sales volumes and a 
favourable shift in product mix towards newly launched, higher 
margin investment-linked products, re-pricing of with-profits products, 
and an increase of high margin protection business (such as PruShield) 
within the health and protection product group. Overall new business 
margin, given the weight to savings products in new sales in 2021, 
was also lifted by improved economics as interest rates increased 
over the period.

Delivering customer-led solutions
We saw diversified growth across our wide product offerings in 2021. 
On the protection side, PRUShield, our MediSave-approved integrated 
Shield plan, saw APE sales growth of 50 per cent2. On the savings 
side, investment-linked APE sales increased by 100 per cent2 while 
participating products achieved 16 per cent2 growth in APE sales. 
We continued to penetrate the high net-worth segment, which saw 
109 per cent growth in APE sales, via our comprehensive product 
offerings. Our Enterprise Business also delivered good growth with 
APE sales increasing by 16 per cent2.

Multi-channel distribution
The diversity of our distribution has been instrumental to new 
business growth in the year. In particular, bancassurance achieved 
new business profit growth of 159 per cent2, which was supported by 
our deeper penetration of the high net‑worth segment, successful 
focus on retirement solutions and a shift towards higher-margin 
products with an expected longer policy term.

In the agency channel, the quality of productivity of our agency force 
continues to improve significantly. Top-tier agents grew at pace as 
demonstrated by the more than 9 per cent increase in the number 
of MDRT qualifiers to over 1,000 in 2021. We continue to rank first32 
by regular premium APE sales in our agency channel, with overall 
active agents increasing by 4 per cent. Productivity as measured by 
APE sales per active agent rose 6 per cent, supported by higher case 
counts and also larger case size.
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UK Companies Act, Section 172 Statement

The Board recognises the importance of considering all stakeholders 
in its decision making.

Section 172 of the UK Companies Act 2006 (the Act) requires 
each Director to act in a way that he or she considers, in good 
faith, would be most likely to promote the success of the 
Company for the benefit of its members as a whole. In doing 
this, Section 172 requires a Director to have regard to the 
interests of the Company’s employees, its relationship with 
suppliers and customers and the impact of the Company’s 
operations on the community and the environment, amongst 
other matters.

This statement details how the Board builds and maintains 
strong relationships with its stakeholders, how it understands 
their interests, needs and concerns and how the strength of 
these relationships are contributing to the Company’s success.

Prudential’s key stakeholders are its customers, investors, our 
workforce, regulators, governments and wider society and suppliers.

The Section 172 duty applies to each individual Director, even when 
decisions are made collectively by the Board. It is fiduciary in nature 
and so recognises the position of trust that each Director holds and 
the need for good faith. The stakeholder factors are also relevant in 
the creation of the Group’s corporate culture. 

Upon joining the Board, each Director is provided with an induction 
which includes a detailed briefing on director duties, including those 
arising under Section 172 and an overview of the Group’s stakeholders. 

A briefing note reminding Directors of their Section 172 duties is made 
available to the Board at each of its meetings. Individuals who submit 
proposals to the Board for approval are required to address the Section 
172 criteria in their papers, pointing out what impact the proposal 
may have on the Group’s stakeholders, or how stakeholder views have 
been taken into account. This ensures that the Board is sufficiently 
briefed, and that materials support a robust discussion, with due 
regard to the impact a proposal may have on the Group’s 
stakeholders.

Section 172 duties are taken into account in our Board succession 
planning and training materials. We ensure that we take account 
of any conflicts between different stakeholder concerns, and resolve 
such conflicts as smoothly as possible at the highest level necessary.

A summary of the Board’s stakeholder engagement activities in 2021 
is set out below.

Customers

Why customers matter to Prudential
The Group’s purpose is to help customers get the most out of life. 
We make healthcare affordable and accessible, delivering products 
and services which meet the diversity of people’s needs. We protect 
people’s wealth and grow their assets and we empower our 
customers to save for their goals. Prudential is building the capacity 
to serve 50 million customers by 2025. Our customers are at the 
heart of what we do, and we are committed to helping them get 
the most out of life.

How the Board engages and communicates with customers 
and understands their interests, needs and concerns
Our extensive distribution channels enable us to better understand 
and service customers’ financial needs. Prudential engages directly 
with its customers through contact centres, dedicated account 

managers, face-to-face advice (where possible), mobile phone apps 
and telephone technical support teams. The development of 
Prudential’s digital proposition, specifically the digital health app 
Pulse, has enabled Prudential to give its customers a greater range 
of services, including through partnerships with others.

The Board receives regular reports on issues affecting customers 
from business heads. In particular, during 2021, it has focussed 
on the impact of the pandemic on customers, including the steps 
being taken by the business to support them and the operational 
resilience of the business and key suppliers to service them. Through 
deep dives on local businesses, the Board has developed a better 
understanding of how the business is responding to customer needs 
in individual markets.

The impact that engagement with customers has on Board 
decision-making
The outcome of our operational teams’ engagement with 
customers is transmitted through the business and used to shape 
the design of our products and how and where we distribute those 
products, and ultimately to inform strategic decisions made at 
Board level. Decisions about which markets to access, what kind 
of products to offer and how to develop our agency force, our bank 
partnerships and our digital capabilities, are all driven by an 
understanding of what customers want, based on engagement 
with those customers. 

The Board has actively discussed and supported the evolution 
of the digital strategy throughout 2021, and the customer and 
distribution strategies of individual businesses. The Group intends 
to build capacity to serve a greater number of customers. The Board 
receives updates and tracks the progress towards this goal.
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Suppliers

Why suppliers matter to Prudential
Together with our workforce, our suppliers support us in serving 
our customers. Strong supplier relationships are therefore vital.

How the Board engages and communicates with suppliers 
and understands their interests, needs and concerns

Modern slavery
Prudential is committed to ensuring that slavery, human trafficking, 
child labour or any other abuse of human rights has no place in our 
organisation or supply chain. Management continue to carry out 
a range of activities to enhance the Group’s approach to modern 
slavery, not least through the implementation of the responsible 
supplier risk assessments and due diligence requirements within 
the new Group Third Party Supplier and Outsourcing Policy (GTPSO).

Payment terms
In order to demonstrate Prudential’s ongoing commitment 
to supporting its supply chain, through the difficult trading 
circumstances triggered by the global pandemic, Prudential 
continued to provide payment assistance in 2021.

Prudential’s standard contractual payment terms in the UK provide 
for payment to suppliers within 30 days after the invoice date. 
In the most recent reporting period ending 31 December 2021, 
the average time taken to pay invoices was 29 days. For smaller 
suppliers with under 100 employees, our Small Supplier Accelerated 
Payment Scheme aims to pay suppliers in as little as 10 days after 
the invoice date. The Scheme has now benefited over 150 small 
suppliers with payments of nearly £9 million in 2021.

The impact that engagement with suppliers has on Board 
decision-making
During 2021, the Board approved a new GTPSO, which governs the 
relationships that the Group has with over 6,000 service providers. 
The policy aligns and builds on the Group’s ESG framework through 
the introduction of Responsible Supplier Guidelines that promote 
the development of a sustainable and ethical supply chain, with 
a particular emphasis on conducting due diligence on a service 
provider’s position and compliance with human rights, ethical and 
safe labour practices and local labour laws and wage standards 
for spend in categories considered to be of higher risk. The policy 
was reviewed and approved by the Risk Committee, before being 
approved by the Board.
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Information required to be disclosed in the Directors’ report may be found in the following sections:

Information Section in Annual Report Page number(s)

Disclosure of information to auditor Statutory and regulatory disclosures 191 and 192

Directors in office during the year Board of Directors 150 to 155

Board Diversity Governance report 169 to 174

ESG report ESG report 66 to 137

Employment practices ESG report 66 to 137

Greenhouse gas emissions ESG report 66 to 137

Charitable donations ESG report 66 to 137

Political donations and expenditure ESG report 66 to 137

Remuneration Committee report Directors’ remuneration report 194 to 233

Directors’ interests in shares Directors’ remuneration report 223

Agreements for compensation for loss of office 
or employment on takeover

Directors’ remuneration report 226

Details of qualifying third-party indemnity provisions Governance report 191

Internal control and risk management Governance report and Strategic report 167 and 168

Powers of Directors Governance report 191

Rules governing appointment of Directors Governance report 191

Significant agreements impacted by a change of control Governance report 191

Future developments of the business of the Company Strategic and operating review 14 to 18

Post-balance sheet events Note D3 of the notes on the Group financial statements 303

Rules governing changes to the Articles of Association Shareholder information 400

Structure of share capital, including changes during 
the year and restrictions on the transfer of securities, 
voting rights, power to purchase own shares and 
significant shareholders

Shareholder information, Governance report and  
note C8 of the notes on the Group financial statements

296

Business review Group overview and Strategic report 6 to 145

Changes in borrowings Financial review and note C5 of the notes on the 
Group financial statements

290

Dividend details Group overview and Strategic report 6 to 145

Financial instruments Strategic report and Additional information 44 to 65 and  
276 to 280

Corporate governance statement including compliance 
with the Code

Governance report 146 to 193

Fostering the Company’s business relationships ESG report 138 to 145

Monitoring culture ESG report 97

In addition, the risk factors set out on pages 382 to 395 and the additional unaudited financial information set out on pages 361 to 381, 
are incorporated by reference into the Directors’ report.

The Directors’ report is signed on behalf of the Board of Directors by

Tom Clarkson
Company Secretary

8 March 2022

Index to principal Directors’ report disclosures
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Financial investments – Valuation

Financial investments held at fair value 
represent $161.8 billion of the Group’s total 
assets.

Financial investments held at amortised 
cost represent $6.7 billion of the Group’s 
total assets.

The Group estimates the fair value of 
financial investments that are not actively 
traded using quotations from independent 
third parties or internally developed pricing 
models.

The Group holds the majority of its financial investments at fair value (primarily through profit or 
loss). Financial investments held at amortised cost primarily comprise loans and deposits.

Determination of fair value
The fair values of the financial instruments for which fair valuation is required under IFRS 
Standards are determined by the use of current market bid prices for exchange-quoted 
investments or by using quotations from independent third parties such as brokers and pricing 
services or by using appropriate valuation techniques.

The estimated fair value of derivative financial instruments reflects the estimated amount the 
Group would receive or pay in an arm’s-length transaction. This amount is determined using 
quoted prices if exchange listed, quotations from independent third parties or valued internally 
using standard market practices.  

Current market bid prices are used to value investments having quoted prices. Actively traded 
investments without quoted prices are valued using prices provided by third parties such as 
brokers or pricing services. Financial investments measured at fair value are classified into a three-
level hierarchy as described in note C2.1. 

If the market for a financial investment of the Group is not active, the Group establishes fair value 
by using quotations from independent third parties, such as brokers or pricing services, or by using 
internally developed pricing models. Priority is given to publicly available prices from independent 
sources when available, but overall the source of pricing and/or the valuation technique is chosen 
with the objective of arriving at a fair value measurement which reflects the price at which an 
orderly transaction would take place between market participants on the measurement date. 
Changes in assumptions relating to these variables could positively or negatively impact the 
reported fair value of these financial investments. Details of the financial investments classified 
as ‘level 3’ to which valuation techniques are applied and the sensitivity of profit before tax to a 
change in the valuation of these items, are presented in note C2.2(ii).

Financial investments – Determining impairment of the ‘available-for-sale’ retained interest in Jackson

The Group applies judgement to assess 
whether factors such as the severity and 
duration of any decline in fair value of the 
‘available-for-sale’ retained interest in 
Jackson, indicate an impairment in value of 
the financial investments. 

Affects $0.7 billion of assets.

The Group retained a 19.7 per cent economic interest in the equity securities of Jackson 
immediately following its demerger in September 2021. In December 2021, Jackson repurchased 
2,242,516 shares of its Class A common stock from Prudential which reduced Prudential’s 
remaining economic interest in Jackson to 18.4 per cent as of 31 December 2021. The Group 
intends to monetise, subject to market conditions, a further portion of this investment to support 
investment in Asia within 12 months of the demerger, such that the Group will own less than 
10 per cent at the end of such period (see note D1.2 for further details). 

The retained interest in Jackson’s equity securities has been classified as ‘available-for-sale’ under 
IAS 39 with unrealised gains and losses recognised in other comprehensive income. Upon 
disposal or impairment, the accumulated unrealised gains and losses are transferred from other 
comprehensive income to the income statement as realised gains or losses. An available-for-sale 
equity security is considered to be impaired if there is objective evidence that the cost may not be 
recovered. The consideration of evidence of impairment for the equity securities of Jackson 
requires management’s judgement to consider if a decline in the fair value is significant or 
prolonged. There has been no impairment of these securities during 2021.
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A	Basis of preparation and accounting policies / continued

A3 Accounting policies continued

A3.2 New accounting pronouncements not yet effective
The following standards, interpretations and amendments have been issued by the IASB but are not yet effective in 2021, including those which 
have not yet been adopted by the UK Endorsement Board. The Group prepares financial statements in accordance with IFRS Standards as issued by 
the IASB and UK-adopted international accounting standards. This is not intended to be a complete list as only those standards, interpretations and 
amendments that could have a material impact on the Group’s financial statements are discussed.

IFRS 9 ‘Financial instruments: Classification and measurement’
IFRS 9 became mandatorily effective for the annual periods beginning on or after 1 January 2018, with early application permitted and transitional 
rules apply. 

The Group met the eligibility criteria for temporary exemption under the Amendments to IFRS 4 from applying IFRS 9 and has accordingly 
deferred the adoption of IFRS 9 until the date when IFRS 17 ‘Insurance Contracts’ is expected to be adopted upon its current mandatory effective 
date. The Group made a reassessment during the year following the demerger of the US operations in September 2021 and confirmed that it 
continued to qualify for the temporary exemption. The Group is eligible as its activities are predominantly to issue insurance contracts based on the 
criteria as set out in the amendments to IFRS 4. The required disclosure of the fair value of the Group’s financial assets, showing the amounts for 
instruments that meet the ‘Solely for Payment of Principal and Interest’ (SPPI) criteria but do not meet the definition of held for trading and are not 
managed and evaluated on a fair value basis separately from all other financial assets, is provided below. 

When adopted IFRS 9 replaces the existing IAS 39 ‘Financial Instruments – Recognition and Measurement’ and will affect the following 
three areas:

The classification and the measurement of financial assets and liabilities 
IFRS 9 redefines the classification of financial assets. Based on the way in which the assets are managed in order to generate cash flows and their 
contractual cash flow characteristics (whether the cash flows represent ‘solely payments of principal and interest’), financial assets are classified into 
one of the following categories: amortised cost, fair value through other comprehensive income (FVOCI) and fair value through profit or loss 
(FVTPL). An option is also available at initial recognition to irrevocably designate a financial asset as at FVTPL if doing so eliminates or significantly 
reduces accounting mismatches.

Under IAS 39, 95 per cent of the Group’s financial investments are valued at FVTPL and the Group’s current expectation is that the vast majority 
of its investments will continue to be classified as such under IFRS 9. 

The existing IAS 39 amortised cost measurement for financial liabilities is largely maintained under IFRS 9. For financial liabilities designated at 
FVTPL IFRS 9 requires changes in fair value due to changes in the entity’s own credit risk to be recognised in other comprehensive income.

The calculation of the impairment charge relevant for financial assets held at amortised cost or FVOCI 
A new impairment model based on an expected credit loss approach replaces the existing IAS 39 incurred loss impairment model, resulting in 
earlier recognition of credit losses compared to IAS 39. This aspect is the most complex area of IFRS 9 to implement and will involve significant 
judgements and estimation processes. The Group is currently assessing the scope of assets to which these requirements will apply but as noted 
above it is currently expected that the majority of assets will be held at FVTPL to which these requirements will not apply.

The hedge accounting requirements which are more closely aligned with the risk management activities of the Company
No significant change to the Group’s hedge accounting is currently anticipated, but this remains under review.

The Group is assessing the impact of IFRS 9 and implementing this standard in conjunction with IFRS 17 as permitted. Further details on IFRS 17 
are provided below. 

The parent company and a number of intermediate holding companies in the UK and non-insurance subsidiaries in Asia adopted IFRS 9 in 2018 
in their individual or separate financial statements where these statements are prepared in accordance with IFRS, including the UK Financial 
Reporting Standard 101 ‘Reduced Disclosure Framework’. The public availability of the financial statements for these entities varies according to the 
local laws and regulations of each jurisdiction. The results for these entities continue to be accounted for on an IAS 39 basis in these consolidated 
financial statements.

The fair value of the Group’s directly held financial assets at 31 December 2021 and 2020 are shown below. Financial assets with contractual 
terms that give rise on specified dates to cash flows that are solely payments of principal and interest (SPPI) as defined by IFRS 9 are shown 
separately. This excludes financial assets that meet the definition of held for trading or are managed and evaluated on a fair value basis.
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I	Additional financial information

I(i) Group capital position 
Overview
Prudential applies the Insurance (Group Capital) Rules set out in the Group-wide Supervision (GWS) Framework issued by the Hong Kong Insurance 
Authority (IA) to determine group regulatory capital requirements (both minimum and prescribed levels). The GWS Framework became effective 
for Prudential upon designation by the Hong Kong IA on 14 May 2021 and replaced the local capital summation method (LCSM) which was used 
for determination of the 31 December 2020 Group capital position as agreed with the Hong Kong IA. 

The GWS methodology is largely consistent with that previously applied under LCSM with the exception of the treatment of debt instruments 
which are subject to transitional arrangements under the GWS Framework. Under the GWS Framework, all debt instruments (senior and 
subordinated) issued by Prudential plc at the 31 December 2021 are included as GWS eligible group capital resources. This includes debt issued at 
the date of designation which met the transitional conditions set by the Hong Kong IA and have not since been redeemed and debt issued since the 
date of designation which met the qualifying conditions as set out in the Insurance (Group Capital) Rules. Under the LCSM, only specific bonds 
(being those subordinated debt instruments issued by Prudential plc at the date of demerger of M&G plc) were included as eligible group capital 
resources.

For regulated insurance entities, the capital resources and required capital included in the GWS capital measure for Hong Kong IA Group 
regulatory purposes are based on the local solvency regime applicable in each jurisdiction. The Group holds material participating business in Hong 
Kong, Singapore and Malaysia. Alongside the total company GWS capital basis, a shareholder GWS capital basis is also presented, being eligible 
group capital resources over the GMCR and which excludes the capital resources and minimum capital requirements of these participating funds. 
The table below sets out the Group capital position on these two bases before allowing for the second interim dividend. The GWS group capital 
adequacy requirements have been met since the GWS Framework became effective for Prudential upon designation, this includes maintaining 
Tier 1 group capital resources in excess of the group minimum capital requirement of the supervised group.

Estimated GWS capital position based on Group Minimum Capital Requirement (GMCR)notes (1)(2)(3)

Amounts attributable to Prudential plc 

31 Dec 2021 31 Dec 2020

Total
Less

policyholder Shareholder Total
Less 

policyholder Shareholder

Eligible group capital resources ($bn) 44.4 (27.5) 16.9 34.9 (22.1) 12.8
Group Minimum Capital Requirement ($bn) 10.7 (7.0) 3.7 10.1 (6.7) 3.4
GWS capital surplus (over GMCR) ($bn) 33.7 (20.5) 13.2 24.8 (15.4) 9.4
GWS coverage ratio (over GMCR) (%) 414% 454% 344% 370%

Allow for January 2022 debt redemption (1.7) – (1.7) n/a n/a n/a
GWS capital surplus (over GMCR) after January 2022 

debt redemption ($bn) 32.0 (20.5) 11.5 n/a n/a n/a
GWS coverage ratio (over GMCR) after January 2022 

debt redemption (%) 398% 408% n/a n/a n/a

Further detail on the Group shareholder GWS capital position is presented below at 31 December 2021 and 31 December 2020 for comparison:

31 Dec 2021 $bn
Total Asia

 and Africa
Less 

policyholder

Shareholder

Asia 
and Africa

Unallocated 
to a segment Group

Eligible group capital resources 40.3 (27.5) 12.8 4.1 16.9
Group Minimum Capital Requirement 10.7 (7.0) 3.7 – 3.7
GWS capital surplus (over GMCR) 29.6 (20.5) 9.1 4.1 13.2

31 Dec 2020 $bn
Total Asia

 and Africa
Less 

policyholder

Shareholder

Asia 
and Africa

Unallocated 
to a segment Group

Eligible group capital resources 33.7 (22.1) 11.6 1.2 12.8
Group Minimum Capital Requirement 10.1 (6.7) 3.4 – 3.4
GWS capital surplus (over GMCR) 23.6 (15.4) 8.2 1.2 9.4

Notes
(1)	 The total eligible group capital resources and total GMCR presented in the tables above reflect the Insurance (Group Capital) Rules as set out in the GWS Framework. In particular, the 

31 December 2020 capital results have been restated from those previously disclosed on a LCSM basis to reflect the treatment of grandfathered debt instruments under the GWS 
Framework, which increased eligible group capital resources by $1.6 billion compared to the LCSM basis. This had the effect of increasing capital surplus over the GMCR from $7.8 billion 
(equivalent to a coverage ratio of 323 per cent) to $9.4 billion (equivalent to a coverage ratio of 370 per cent) on a shareholder GWS basis. The 31 December 2020 GWS capital results are 
presented on a Group excluding Jackson basis and are before including the value of the Group’s retained interest in Jackson. 

(2)	 The 31 December 2021 GWS capital results include the value of the Group’s 18.4 per cent retained economic interest in Jackson. As agreed with the Hong Kong IA this retained interest is 
included within the GWS eligible group capital resources valued at 60 per cent of the listed market value. At 31 December 2021 this is included within “unallocated to a segment” and 
contributes $0.4 billion to the GWS capital surplus (over GMCR) and 11 percentage points to the shareholder GWS coverage ratio (over GMCR).

(3)	 The 31 December 2021 GWS capital results do not reflect the impact of the redemption of $1.7 billion of sub-ordinated debt in January 2022 unless otherwise specified. 

Additional unaudited financial information
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enquiries
Tel +44 (0)20 3977 9720 
Email: investor.relations@prudentialplc.com

UK Register private shareholder enquiries
Tel 0371 384 2035

International shareholders: 
Tel +44 (0)121 415 7026

Hong Kong Branch Register private 
shareholder enquiries
Tel +852 2862 8555

US American Depositary Receipts 
holder enquiries
Tel +1 800 990 1135

From outside the US: 
Tel +1 651 453 2128

The Central Depository (Pte) Limited 
shareholder enquiries
Tel +65 6535 7511

	 Prudential plc  
	 Annual Report 2021 � 403

G
roup overview

Strategic report
G

overnance
D

irectors’ rem
uneration report

Financial statem
ents

European Em
bedded Value (EEV

) basis results
Additional inform

ation

http://www.prudentialplc.com
mailto:media.relations%40prudentialplc.com?subject=
mailto:tan.ping.ping%40prudential.com.sg?subject=
mailto:investor.relations%40prudentialplc.com?subject=


Forward-looking statements
This document may contain ‘forward-looking statements’ with respect 
to certain of Prudential’s (and its wholly and jointly owned businesses’) 
plans and its goals and expectations relating to its future financial 
condition, performance, results, strategy and objectives. Statements 
that are not historical facts, including statements about Prudential’s 
(and its wholly and jointly owned businesses’) beliefs and expectations 
and including, without limitation, statements containing the words 
‘may’, ‘will’, ‘should’, ‘continue’, ‘aims’, ‘estimates’, ‘projects’, ‘believes’, 
‘intends’, ‘expects’, ‘plans’, ‘seeks’ and ‘anticipates’, and words of similar 
meaning, are forward-looking statements. These statements are based 
on plans, estimates and projections as at the time they are made, and 
therefore undue reliance should not be placed on them. By their nature, 
all forward-looking statements involve risk and uncertainty.

A number of important factors could cause Prudential’s actual future 
financial condition or performance or other indicated results of the 
entity referred to in any forward-looking statement to differ materially 
from those indicated in such forward-looking statement. Such factors 
include, but are not limited to, the impact of the ongoing Covid-19 
pandemic, including adverse financial market and liquidity impacts, 
responses and actions taken by governments, regulators and 
supervisors, the impact on sales, claims and assumptions and increased 
product lapses, disruption to Prudential’s operations (and those of its 
suppliers and partners), risks associated with new sales processes and 
technological and information security risks; future market conditions 
(including fluctuations in interest rates and exchange rates, inflation 
(including interest rate rises as a response) and deflation, the potential 
for a return to a sustained low-interest rate environment, the 
performance of financial markets generally and the impact of economic 
uncertainty (including as a result of geopolitical tensions and conflicts), 
asset valuation impacts from the transition to a lower carbon economy 
and derivative instruments not effectively hedging exposures arising 
from product guarantees); global political uncertainties, including the 
potential for increased friction in cross-border trade and the exercise 
of executive powers to restrict trade, financial transactions, capital 
movements and/or investment; the policies and actions of regulatory 
authorities, including, in particular, the policies and actions of the Hong 
Kong Insurance Authority, as Prudential’s Group-wide supervisor, as well 
as the degree and pace of regulatory changes and new government 
initiatives generally; given its designation as an Internationally Active 
Insurance Group (“IAIG”), the impact on Prudential of systemic risk and 
other group supervision policy standards adopted by the International 
Association of Insurance Supervisors; the physical, social and financial 
impacts of climate change and global health crises on Prudential’s 
business and operations; the impact of not adequately responding to 
environmental, social and governance issues (including not properly 
considering the interests of Prudential’s stakeholders or failing to 
maintain high standards of corporate governance); the impact of 
competition and fast-paced technological change; the effect on 

Prudential’s business and results from, in particular, mortality and 
morbidity trends, lapse rates and policy renewal rates; the timing, 
impact and other uncertainties of future acquisitions or combinations 
within relevant industries; the impact of internal transformation 
projects and other strategic actions failing to meet their objectives; 
the availability and effectiveness of reinsurance for Prudential’s 
businesses; the risk that Prudential’s operational resilience (or that of 
its suppliers and partners) may prove to be inadequate, including in 
relation to operational disruption due to external events; disruption to 
the availability, confidentiality or integrity of Prudential’s information 
technology, digital systems and data (or those of its suppliers and 
partners) including the Pulse platform; any ongoing impact on 
Prudential of the demerger of M&G plc and the demerger of Jackson 
Financial Inc.; the increased operational and financial risks and 
uncertainties associated with operating joint ventures with independent 
partners, particularly where joint ventures are not controlled by 
Prudential; the impact of changes in capital, solvency standards, 
accounting standards or relevant regulatory frameworks, and tax and 
other legislation and regulations in the jurisdictions in which Prudential 
and its affiliates operate; and the impact of legal and regulatory 
actions, investigations and disputes. These and other important 
factors may, for example, result in changes to assumptions used for 
determining results of operations or re-estimations of reserves for future 
policy benefits. Further discussion of these and other important factors 
that could cause actual future financial condition or performance 
to differ, possibly materially, from those anticipated in Prudential’s 
forward-looking statements can be found under the ‘Risk factors’ 
heading of this document. These factors are not exhaustive as 
Prudential operates in a continually changing business environment 
with new risks emerging from time to time that it may be unable to 
predict or that it currently does not expect to have a material adverse 
effect on its business. 

Any forward-looking statements contained in this document speak only 
as of the date on which they are made. Prudential expressly disclaims 
any obligation to update any of the forward-looking statements 
contained in this document or any other forward-looking statements 
it may make, whether as a result of future events, new information or 
otherwise except as required pursuant to the UK Prospectus Rules, the 
UK Listing Rules, the UK Disclosure Guidance and Transparency Rules, 
the Hong Kong Listing Rules, the SGX-ST Listing Rules or other applicable 
laws and regulations.

Cautionary statements
This document does not constitute or form part of any offer or invitation 
to purchase, acquire, subscribe for, sell, dispose of or issue, or any 
solicitation of any offer to purchase, acquire, subscribe for, sell or dispose 
of, any securities in any jurisdiction nor shall it (or any part of it) or the 
fact of its distribution, form the basis of, or be relied on in connection 
with, any contract therefor.
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Prudential plc is a holding company, some of whose subsidiaries are 
authorised and regulated, as applicable, by the Hong Kong Insurance 
Authority and other regulatory authorities. The Group is subject 
to a group-wide supervisory framework which is regulated by the 
Hong Kong Insurance Authority.

Prudential plc is not affiliated in any manner with Prudential Financial, 
Inc., a company whose principal place of business is in the United 
States of America, nor with The Prudential Assurance Company 
Limited, a subsidiary of M&G plc, a company incorporated in the 
United Kingdom.
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