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The information contained in this presentation concerns the proposed combination of Prudential plc ("Prudential") with AIA Group Limited, a wholly-owned subsidiary of American 
International Group, Inc. (the "Transaction").  This presentation is for information purposes only and is not intended to and does not constitute or form any part of any offer or invitation to 
subscribe for or purchase any securities or the solicitation of any offer to subscribe for, purchase, or otherwise acquire any securities.  This presentation is not an offering circular nor a 
prospectus but an advertisement and investors should not accept any offer for nor acquire any shares or other securities referred to in this presentation except on the basis of the 
information contained in the applicable prospectus to be published or circular to be distributed by Prudential.  This presentation does not constitute an offer to sell or the solicitation of an 
offer to buy or subscribe for any securities and cannot be relied upon for any investment contract or decision.

Credit Suisse Securities (Europe) Limited, HSBC Bank plc and J.P. Morgan Cazenove are acting solely for Prudential and no one else in connection with the Transaction and will not be 
responsible to anyone other than Prudential in connection with the Transaction or for providing the protections afforded to their clients or for providing advice to anyone other than 
Prudential in connection with the Transaction or any other matter referred to herein.

The distribution of this presentation into jurisdictions other than the United Kingdom may be restricted by law. Persons into whose possession this presentation comes should inform 
themselves about and observe any such restrictions. Any failure to comply with these restrictions may constitute a violation of the securities laws of any such jurisdiction. The information 
contained in this presentation is not for release, publication or distribution, directly or indirectly, to persons in the United States, Canada, Australia, New Zealand, Japan, India or South 
Africa and should not be distributed, forwarded to or transmitted in or into any jurisdiction where to do so might constitute a violation of local securities laws or regulations. These 
materials are not an offer for sale of or a solicitation of any offer to buy securities in the United States, Canada, Australia, New Zealand, Japan, India or South Africa or any other 
jurisdiction.  Securities may not be offered or sold in the United States absent registration with the United States Securities and Exchange Commission or an exemption from registration 
under the U.S. Securities Act of 1933, as amended ("Securities Act").  The Prudential ordinary shares and other securities mentioned in this presentation if and when issued in 
connection with the Transaction, have not been and will not be registered under the Securities Act or under the securities laws of any state or territory of the United States and may not 
be offered, sold, taken up, exercised, resold, renounced, transferred or delivered, directly or indirectly, in or into the United States except pursuant to registration or an exemption from, 
or in a transaction not subject to, the registration requirements or the Securities Act and in compliance with state securities laws.  Prudential does not intend to register any part of the 
offering of any of the securities referred to herein in the United States or to conduct a public offering of such securities in the United States. 

This presentation may contain certain “forward-looking statements” with respect to certain of Prudential's plans and its current goals and expectations relating to its future financial 
condition, performance, results, strategy and objectives.  Statements containing the words “may”, “could”, “will”, “believes”, “intends”,  “expects”, “plans”, “seeks”, “continues”, “estimates” 
and “anticipates”, and words of similar meaning, are forward-looking.  By their nature, all forward-looking statements involve risk and uncertainty because they relate to future events and 
circumstances which are beyond Prudential's control and are difficult to predict including among other things, UK domestic and global economic and business conditions, market related 
risks such as fluctuations in interest rates and exchange rates, and the performance of financial markets generally; the policies and actions of regulatory authorities, the impact of 
competition, inflation, and deflation; experience in particular with regard to mortality and morbidity trends, lapse rates and policy renewal rates; the timing, impact and other uncertainties 
of future acquisitions or combinations within relevant industries; and the impact of changes in capital, solvency or accounting standards, and tax and other legislation and regulations in 
the jurisdictions in which Prudential and its affiliates operate; the ability to achieve synergies, improved productivity and opportunities for growth from the Transaction.  This may for 
example result in changes to assumptions used for determining results of operations or re-estimations of reserves for future policy benefits.  As a result, Prudential's actual future 
financial condition, performance and results may differ materially from the plans, goals, and expectations set forth in Prudential's forward-looking statements. No statement in this 
presentation is intended to be a profit forecast or to imply that the earnings of Prudential for the current year or future years will necessarily match or exceed the historical or published 
earnings of Prudential.  Each forward-looking statement speaks only as of the date of the particular statement. Prudential undertakes no obligation to update the forward-looking 
statements contained in this statement or any other forward-looking statements it may make.
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• Prudential 2009 unaudited results

Agenda

• The acquisition of AIA
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2009 Financial Headlines

New business
• Group life retail new business sales up 11% to £2.9 billion APE
• Group life total new business up 1% to £2.9 billion APE
• Group new business profit up 34% to £1.6 billion; average IRR > 20%
• Asset Management net inflows £15 billion (2008: £4.3 billion)

Operating profit
• EEV operating profit up 8% to £3.1 billion 
• IFRS operating profit up 10% to £1.4 billion

Balance sheet, capital and cash
• Embedded value shareholders’ funds £15.3 billion (2008: £15 billion)
• IFRS shareholders’ funds £6.3 billion (2008: £5.1 billion)
• IGD surplus £3.4 billion (2008: £1.5 billion)
• Life and asset management Free Surplus £2.5 billion (2008: £0.9 billion) 
• Net Holding Company operating cash flow £38 million (2008: £54 million)
• Full year dividend increased by 5% to 19.85 pence per share 
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Focusing on value over volume 
Resilient life new business performance – APE at AER, £m

2008 2009

+11%

2,879 2,896

Total APE

Retail

Wholesale

Quarterly Sales trend * 
APE at AER, £m

240 238 267 334 346 302 281 287 294 260 293
415

876

700664656666
771739703

865

595593606

1Q07 2Q07 3Q07 4Q07 1Q08 2Q08 3Q08 4Q08 1Q09 2Q09 3Q09 4Q09

Asia Total

Growth % are for retail only * Excluding Taiwan Agency business
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Focusing on value over volume 
EEV new business profit, IRR and payback

Asia Life

US Life

UK Life

NBP - at AER, £m

2008 2009

634 713+12%

293

664
+127%

273 230-16%

NBP margin - %

52% 57%

41% 73%

29% 32%

Payback: 3 years

IRR: >20%

Payback: 2 years 

IRR: >20%

Payback*: 5 years 

IRR*: >15%

1,607 56%1,200 42%+34% IRR: >20%Group

* Shareholder-backed business
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Investment in new business 
Controlling investment and focusing on the highest returns

224 246

289
326

293
103

2008 2009

EEV New business investment* – at AER, £m

675

806

US

Asia

UK

* Free surplus invested in new business

-16%
• Managed appetite for capital 
intensive products:

– UK bulk annuities
– US institutional products
– US fixed annuities

• Additional allocation to US 
due to exceptional high return 
and short payback conditions



Financial Review
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• Performance on key financial metrics

– EEV
– IFRS
– Cash and Free Surplus
– IGD and Unrealised Losses

Financial Review
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Financial Performance

• Executed strategy to optimise value of new business and 
conserve capital 

• Strong operating performance across all businesses

• Powerful underlying free surplus generation

• Action taken to strengthen the capital position
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Group KPI Overview 
Balanced approach to performance management

+10%

IFRS Operating Profit - at AER, £m

1,283 1,405

EEV Operating Profit - at AER, £m

2008 2009

+8%2,865 3,090

2008 2009

Cash &         
Free surplusIFRS EEVOverview

* Life and Asset management businesses.

Group central cash resources – at AER £mFree surplus* - at AER, £m

859

2008 2009

2,531

+195%
1,165

1,486

2008 2009

+28%
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2008 2009

Focusing on Value Over Volume 
Resilient life new business performance – APE at AER, £m

2008 2009

2008 2009

2008 2009

+11%

2,879 2,896

Group Life

Cash &         
Free surplusIFRS       EEVOverview

Asia Life
+4%

1,216 1,261

716

912

US Life

947

723

UK Life -11%

Cash &         
Free surplusIFRS EEVOverview

Retail

+53%

Wholesale

Note: Growth % are for retail only

Margin % APE

57%52%

Margin % APE

73%41%

Margin % APE

32%29%

Margin % APE

56%42%
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Asia – New Business Margins 
Increased health and protection new business improving margins

Operating 
assumptions

Movement in margin – % APE

2008 
Margin

Country 
Mix

Economic 
assumptions 

/ Other

Product 
& pricing

2009 
Margin

52.1%

2.7%

2.4% (1.5)%

0.8% 56.5%
8% 10%

22%
30%

Margin - % APE

20092008

India 19% 19%

South East Asia 
including Hong Kong

75% 78%

China 51% 50%

North East Asia* 27% 22%

Total Asia Life 52% 57%

*  Restated for comparative purposes to show only the retained Taiwan bank distribution operation. The Taiwan agency
business, which was sold in June 2009 is excluded.

Cash &         
Free surplusIFRS EEVOverview
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US – New Business Margins 
Benefiting from pricing action, customer behaviour and credit market conditions

Movement in margin by product
– % of APE

8% 10%

43%
37%

53%

81%

57%
51%

Variable
Annuities

Fixed Annuities Fixed-Index
Annuities

2008 2009

• Variable Annuities

– Re-priced guarantees, benefit changes and richer mix

– Reduced GMWB utilisation assumptions

– Increased target spread on fixed option

– Positive effect on rising risk-free rates

• Fixed Annuities

– Increased target spread

– Partially offset by higher Risk Discount Rate including 
the introduction of an additional allowance for credit risk

• Fixed-Indexed Annuities

– Increased target spread

– Offset by mix effects and higher Risk Discount Rate

Cash &         
Free surplusIFRS EEVOverview
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x

EEV Operating Profit – Group
Cash &         

Free surplusIFRS EEVOverview

EEV Operating Profit – at AER, £m

8%2,865

2008 2009

Group

3,090
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2008 2009

Group

2,865 3,090
8%

EEV Operating Profit – Group
Cash &         

Free surplusIFRS EEVOverview

EEV Operating Profit – at AER, £m

1,636

1,601

1,607
1,200

0

500

1000

1500

2000

2500

3000

3500

Life 
business

13%
2,836

3,208

2008 2009

NBP

In-Force

Unwind        £1,421m

Experience 
Variances & 
Assumption 
Changes £180m
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2,865 3,090

2008 2009

Group

8%

1,200
1,607

1,636
1,601

Life 
business

13%
2,836

3,208

2008 2009

NBP

In-Force

EEV Operating Profit – Group
Cash &         

Free surplusIFRS EEVOverview

EEV Operating Profit – at AER, £m

-11%

389 348

2008 2009

Asset 
management 
and other 
business

2008 2009

M&G £286m £238m

Asia 
AM £52m £55m

UK 
GI £44m £51m

Other £7m £4m
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1,200
1,607

1,636
1,601

EEV Operating Profit – Group
Cash &         

Free surplusIFRS EEVOverview

EEV Operating Profit – at AER, £m

-11%
389 348

2008 2009

Asset 
management 
and other 
business

Life 
business

13%
2,836

3,208

2008 2009

NBP

In-Force

Other 
income and 
expenses

(334) (460)

2008 2009

-38%

2,865 3,090

2008 2009

Group

8%

2008 2009

Income 89 22

Interest (172) (209)

Corporate/ (171) (203)
RHO

Other/ (80) (70)
Restructuring



Note: No. of shares in issue 31/12/08 2,497m; 31/12/09 2,532m19

Cash &         
Free surplusIFRS EEVOverview

2008 2009

409 489

233 344

569 588

1,211 1,421

2008 2009

165 (12)

(17) 101

- -

148 89

2008 2009

5 (85)

77 124

195 52

277 91

EEV Operating Profit from in-force business – at AER, £m

Unwind of 
discount and 

other expected 
returns

Changes in 
operating 

assumptions

Experience 
variances

Asia

US

UK

Total

EEV in-force operating profit £1,601 million (2008: £1,636 million)

EEV Operating Profit – Life In-Force Business



Note: No. of shares in issue 31/12/08 2,497m; 31/12/09 2,532m20

EEV Shareholders’ Funds

Analysis of movement in EEV shareholders’ funds – at AER, £m

+2%

Per Share = £6.03Per Share = £5.99

Cash &         
Free surplusIFRS EEVOverview

Opening 
shareholders’ 

funds

Operating 
Profit

Short term 
fluctuations 
excl. one-off 

hedging 
costs 

One-off 
hedging 

costs 

Actuarial 
loss on own 
DB pension 

scheme 

Economic 
assumption 

changes 

Impact of 
Taiwan 
agency 
transfer

Mark to 
market own 

debt

Tax and 
minority 
interest 

Dividend 
net of 
scrip 

FX impact Closing 
shareholders’ 

funds

Other

Includes £(301) million 
impact of increased 

allowance for credit risk in 
Jackson

14,956

3,090
(235)586

(795)
(910)

91 (84) (498)
(344) (750)

15,273166
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IFRS Operating Profit - Group

IFRS Operating Profit
– at AER, £m

Cash &         
Free surplusIFRS       EEVOverview

+10%
1,283 1,405

2008 2009

Group

2008 2009

Life 
business

+25%

1,182

1,475

-11%
389 348

2008 2009

Asset 
management 
and other 
businesses

(288)
(418)

2008 2009

Other income 
and expenses / 
restructuring

-45%
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IFRS Operating Profit – Life businesses

231

406

459

545

606

410*

2008 2009

Life operating profit by region
- at AER, £m

1,182

1,475

*2009 includes a £63m one-off gain following the move to a Risk-Based Capital regime in Malaysia

+25%

Asia*

US

UK

2008 Net
Insurance

Margin

Growth in life operating profit by driver 
- at AER, £m

+77%

+13%

+11%

Investment
Spread

Asset
Mgt

Fees

Expense
Margin,

DAC and Other

With-
profits

2009

1,182

1,475
164

254 55 (115)
(65)*

Cash &         
Free surplusIFRS       EEVOverview
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Policyholder Liabilities – Shareholder-Backed Business 

Policyholder liabilities roll-forward – at AER, £m

2009 opening 
liabilities

CER opening 
liabilities

Investments 
and others

Foreign 
exchange

2009 closing 
liabilities

92,189

5,189 (73)(6,498)

(3,508)

Disposal of 
Taiwan agency 

business

Asia 
net inflows

100,061

2,055
82,183

10,707

US 
net inflows

UK 
shareholders’ 

net inflows

Net inflows

£7,171m

8.7% of CER 
opening reserves

Cash &         
Free surplusIFRS       EEVOverview
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IFRS Shareholders’ Funds

Analysis of movement in IFRS shareholders’ funds – AER £m

Per Share = £2.03 Per Share = £2.48

+24%

Cash &         
Free surplusIFRS       EEVOverview

Opening 
shareholders’ 

funds

Operating 
profit

Short term 
fluctuations 
excl. one-off 

hedging 
costs 

One-off 
hedging 

costs 

Actuarial 
loss on own 
DB pension 

scheme 

Impact of 
Taiwan 
agency 
transfer

Dividend 
net of 
scrip 

FX impact Closing 
shareholders’ 

funds

OtherTax and 
other P&L 

items 

Net  
movement 

US 
unrealised 

losses 

5,058

(195)
(344)1,043

(70)(74)

(621) 
(235)271

1,405
6,27133

FY 09

Asia 31

US 27  

UK 108

Other 105
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Free Surplus – Life & Asset Management 

Evolution of Free Surplus – AER, £m

Opening 
Free 

Surplus

859

2,089
157

(198)

987 (688)

2,531

+195%

Underlying 
Free surplus 
generated

Market 
related 
items

Investment 
in new 

business

Impact of 
Taiwan 
agency 
transfer

Other 
movements 
and timing 
differences

Net cash 
remitted to 

Group

Closing 
Free 

Surplus

(675)

Free surplus 
before Group 

actions

2,232

Cash &         
Free surplusIFRS       EEVOverview

Asia 
407

US 
842

UK 
665

M&G 175

Asia 
962

US 
844

UK 
552

M&G 173
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Underlying Cash Generation Covers Dividend

2007*

Underlying Free Surplus generation – at AER, £m

1,388

2008

(544)

(256)

345

1,558

291

(806)

(286)

(675)

764

2009

(243)
(175)

2,089

(306)

(344)

Underlying Free surplus

Underlying Free surplus generationInvestment in new business

Net corporate cash costs

Dividend net of scrip

Cash &         
Free surplusIFRS       EEVOverview

Asia 
240

US 
557

UK 
417

M&G 
174

Asia 
187

US 
416

UK 
749

M&G 
206

Asia 
407

US 
842

UK 
665

M&G 
175

Asia
(224)

US 
(289)

UK 
(293)

Asia 
(246)

US 
(326)

UK 
(103)

Asia  (194)

US (200)

UK  (150)

* 2007 including Taiwan agency business
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1,119

417 (256)

(243)

419 1,456 1,456

515 (175)

(286)

(345)

1,165 1,165

688

1,486283
(344)

(306)

Opening balance of central cash resources

Net remittances to Group

Corporate cash costs, interest 
and tax received

Dividend net of scrip

Other items

Closing balance of central cash resources

2007 2008 2009

Robust Central Cash Position of £1.5 billion

Note: In addition the Group has significant internal liquidity and £2.1 billion of undrawn external committed facilities  

Development of Central cash resources – at AER, £m

Cash &         
Free surplusIFRS       EEVOverview

Operating Holding Co
Cashflow +£38m

Operating Holding Co
Cashflow +£54m

Operating Holding Co
Cashflow £(82)m
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IGD Capital 
Strengthened IGD surplus of £3.4bn

IGD Surplus – £ bn

2007 2008 2009 
estimate

Solvency Ratio

148%

1.2

191%

1.9

152%

1.5

270%

3.4

Asset 
portfolioSolvency Capital

2006

YE08 1.5
Net capital generation 1.1
JNL credit impacts (0.4)

Total impact from BU activity 0.7
Dividend (net of scrip) (0.3)
Interest and others (0.6)
Taiwan sale 0.8
Hybrid issuances 0.9
Capital Restructuring 0.9
Other (0.5)

YE09 3.4

IGD Capital - Movement in 2009 (£bn)
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Credit Charges and Unrealised Losses 
Net unrealised losses improve by £2.9bn

Asia US UK Total

Defaults 0 0 11 11

Realised 
losses 0 1 0 1

Impairments 0 630 0 630

Total 0 631 11 642

Breakdown of IFRS losses – 
at AER, £m

US net unrealised losses – 
at AER, £m

Net Unrealised 
losses Dec 2008

Net Unrealised 
gains Dec 2009

(2,897)

(1,798)

4

Asset 
portfolioSolvency Capital

Net Unrealised 
losses June 2009



Acquisition of AIA
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A macro perspective of the future: GDP 
South East Asia provides the highest growth of all the Asia regions

Asia ex-Japan contribution to the 
2008-2030 forecast GDP growth $bn

Share of global GDP at PPP

$69.7bn

$183.5bn$113.8bn

US

Europe

Japan

Asia ex- 
Japan

Rest of 
the World

100% = $1.1bn $5.3bn $69.7bn $183.5bn

32%
23%

14%34%

1870 1950 2008 2030F 2008 Additional
GDP between

2008 and
2030F

2030F

23%

40% 32%
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Exposure to Under-penetrated Markets with High Growth Prospects

Life penetration ratio
(Life premiums as % of GDP)

9.9%

8.0%

6.3%

4.0%

2.8%
2.2%

1.8%

0.9% 0.9% 0.7%

Hong Kong South Korea Singapore India Malaysia China Thailand Indonesia Philippines Vietnam

Source: Sigma Swiss Re
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2014 as multiple of 2008 APE, #

Europe

AsiaUS

Latin America

0

10

20

30

40

50

60

70

1.8 2.01.0 1.2 1.4 1.6

Potential profit pools at the macro level

2014 as multiple of 2008 APE, #

South East Asia, HK + SGP

China Total

India

Taiwan and Korea

China - accessible to foreign JVs

0

10

20

30

40

50

60

70

80

90

1.0 1.2 1.4 1.6 2.4 2.6

Japan

Asia Total

New business margin (2008) % of APENew business margin (2008) % of APE

80

90

£30 billion £10 billionEstimated value 
pool, 2014 £30 billion £10 billionEstimated value 

pool, 2014
> 5% share

< 5% share

2014 global profit pools for life insurance Granular view of Asia
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Overview of AIA

• Extensive geographical presence in the Life segment 
– 7 top 5 positions by market share

• Strong multi-channel platform, with Agency as the main 
distribution channel:
– strong agency franchise with c.300,000 agents (excl. India)
– c.130 banking relationships giving access to c.11,000 

branches
– currently developing in direct marketing and e-commerce

• Over 20m customers and 23,500 staff

• Life insurance and Accident & Health – with a leading 
position in the latter segment

• Expertise in customer database marketing

• Rated A+ by S&P

China
#1 foreign 

insurer (1%)

India
#8 (2%)

Thailand
#1 (24%)

Malaysia
#4 (8%)

Singapore
#4 (13%)

Indonesia
#9 (4%)

Philippines
#1 (17%)

South Korea
#12 (3%)

Vietnam
#5 (9%)

Hong Kong
#3 (10%)

Source: AIA, Prudential and industry data 
Note: Australia and New Zealand excluded. AIA has a #14 (1.4%) ranking in Australia and New Zealand data is not available
Note: China based on JV and foreign insurers only; Indonesia based on official Q3 YTD data; Malaysia includes 100% Takaful; India includes private insurers’ retail sales only for ranking 

and retail shares for market share; Philippines based on official 2008 FY data
Note: Converted to GBP at yearly average (using 30 Nov year end) GBP/USD exchange rates (2007: 1.9974; 2008: 1.8976; 2009: 1.5540)
Note: Rankings based on total weighted new business based on data available for the latest period for each market

AIA
Latest ranking (% market share)

(£ in millions)

2007 2008 2009

TWPI 5,686 6,431 7,485

Operating expenses 482 574 631

Operating profit after tax 636 837 925

Operating margin 11.2% 13.0% 12.4%

Regulatory solvency margin 188% 209% 311%

Year ending 30 November
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AIA 2009 financial highlights

Hong Kong
42%

Thailand
21%

Malaysia
4%

Singapore
13%

China
5%

Other
Markets

9%

Korea
6%

Hong Kong
43%

Thailand
16%

Malaysia
7%

Singapore
17%

China
4%

Other
Markets

9%

Korea
4%

IFRS Operating profit after tax: £925m

Hong Kong
31%

Thailand
19%

Malaysia
4%

Singapore
15%

China
7%

Other
Markets

14%

Korea
10%

Hong Kong
25%

Thailand
20%

Malaysia
6%

Singapore
13%

China
9%

Other
Markets

12%

Korea
15%

New business profit after tax: £367m

TWPI(1): £7.5bn

Note: AIA figures converted in GBP using average 2009 GBP/USD exchange rate of 1.5540. EV converted into GBP at financial year end 2009 (30 November) GBP/USD exchange rate of 1.6397

(1) Total weighted premium income consists of 100% of renewal premiums, 100% of first year premiums and 10% of single premiums 

EV: £12.8bn
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47%

60%

Prudential Combined

Transformation into leading Asian insurer

(1) Assumes Prudential EV plus AIA EV less senior debt and preferred securities
Note: New business profit and IFRS operating profit converted into GBP using average 2009 GBP/USD exchange rate of 1.5540. EV converted into GBP at financial year end 2009 (30 November) GBP/USD 
exchange rate of 1.6397

38%

66%

Prudential Combined

Asia as % of Group

£2.6bn £1.5bn£23.5bn(1)

22%

58%

Prudential Combined

2009 embedded value 2009 IFRS operating 
earnings (pre-tax)

2009 new business profit 
(post tax)
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AIA Prudential Asia Combined

Rank Rank Rank

Hong Kong 3 2 1

Singapore 4 1 1

Malaysia 4 1 1

Thailand 1 12 1

Indonesia 9 1 1

Philippines 1 3 1

Vietnam 5 1 1

China 1 4 1

India 8 1 1

Korea 12 16 -

No 1 in every major South East Asian market

Source: Prudential and industry data
Note: Based on the latest reported period for each market on the basis of total weighted new business. China based on JV and foreign insurers only; Indonesia based on official Q3 YTD data; Malaysia 

includes 100% Takaful; India includes private insurers retail sales only for ranking; Philippines based on official 2008 FY data
Note: Rankings based on total weighted new business based on data available for the latest period for each market
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Available capital Required capital

IGD surplus                  
£3.4bn

Capital position, Rating and Dividend policy of the enlarged group

• Key rating agencies leverage ratios 
expected to be maintained within “A” 
range or better

– progressively moving towards a 
level in a higher band of the “A” 
rating

Pre 
acquisition £5.4bn

(1)     Preliminary analysis

£2.0bn

Capital Rating

• It is intended that dividend policy 
remains unchanged

• AIA earnings support consistent 
payout ratio across the enlarged 
group

• New shares to be issued will be 
entitled to 2010 dividend, adjusted for 
bonus factor

Dividend

• Surplus c.£2.6bn
Post 
acquisition(1)



Synergies
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Expected cost synergies

• Cost advantage arising from significant synergy benefits

• Only assessed management related expenses at this stage

• Anticipated fully phased cost synergies (pre tax) of c.$340m per annum

– c.$200m from head office

– c.$140m from countries

• Nature of overlap means that most of the synergies can be realised 
rapidly

• Limited dis-synergies: Prudential’s strong scale and presence in Asia 
represent an attractive proposition to AIA’s staff and distribution
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Potential for revenue synergies

Agency Distribution • Driving improvement in AIA sales force 
productivity to best in class, leveraging 
Prudential's agency management capabilities

Partnerships • Extract more value from AIA’s current 
partnerships by utilising Prudential’s unique 
staff-embedded model

Products • Institutionalise Prudential’s sales skills across 
AIA’s unit-linked and rider businesses

Customers • Apply AIA’s tools in warehousing and data mining 
across combined customer base

Asset Management • Integrate life businesses’ AM activities and build 
capabilities from increased scale
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Capability to deliver quickly

Bancassurance Partnership with UOB
• Partnership with 2nd bank in Singapore, with strong presence in South-East Asia

• Involved the acquisition of UOB Life in Singapore and the signing of exclusive distribution 
agreements in Singapore, Thailand and Indonesia

• Overview of the process:

– 6 January 2010: Signing of the SPA for UOB Life Singapore & of the 
Bancassurance agreements

– 31 January 2010: Regulatory approval obtained and transaction completed, 
including the bancassurance agreements for Singapore, 
Thailand and Indonesia

– 1 February 2010: Launch of bancassurance in all 3 markets

– Strong performance already achieved in February 2010
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Integration 
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Maintaining 
business 

momentum

Retaining and 
motivating 
salesforce

Aligning 
cultures

Maintaining 
customer 

relationships

The integration will focus on maintaining business momentum



46

Hong Kong headquarters

Four structural and geographical variants

‘Mergers of Equals’

‘Natural mergers’ ‘Special cases’

Capture quick wins from 
consolidation of both HQs, 
without compromising 
longer-term people model

Merge Prudential and AIA 
businesses in countries (e.g., 
Malaysia, Singapore, Hong 
Kong) where neither is 
dominant

Use a merger model where 
either Prudential or AIA is 
leader  (e.g., Thailand, 
Vietnam)

Tailor the approach on a 
case-by-case basis in 
countries characterised by 
JVs (i.e., China, India)

1 2

3 4
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Regulatory and competition considerations

• Performed in depth review on both regulatory consent and anti-trust 
filings

• Advice obtained on regulatory consent by Slaughter and May and from 
local legal counsel makes us confident we should be able to obtain 
approvals as required

• Review of anti-trust filings makes us confident we will obtain the 
necessary consents

• Strong relationships with regulators across the region and ongoing 
dialogue will continue prior to completion



Valuation



49

Indicative valuation metrics 

P/ EV (last reported)

China Life

Ping An

AXA APH Asia

AMP

Great Eastern
1.13x

1.46x

1.49x

1.70x

2.63x

2.68x

3.22x

Note: Assuming rights issue priced at a 40% discount to the theoretical ex-rights price based on closing share price of £6.03 as at 26 February 2010 and partially phased synergies.
(1)     Based on combined EV of £23.5bn
Source: FactSet as of 26 February 2010

Prudential combined 

AXA SA acquisition of
AXA APH Asia operations

Combined indicative valuation based on current market valuation and transaction multiple

Current Prudential:
P/EV: 1.00x

(1)
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Scope for AIA new business profit improvement

2010 scope for recovery

• Q1 sales growing well

• Margins expanding

• Scope for good growth if these trends continue

Post tax NBP Margin

570

114
88 772

2009 NBP Sales +20% at 
constant margin

Margins 
increase 4pp

2010 NBP 
potential

Illustrative recovery potential ($m)

41%

31%

2008 2009

968

570

2008 2009

Post tax NBP ($m) 

41.1%

Post tax NBP margin = NBP/(First Year Premium + 10% Single Premium)
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Summary valuation multiples paid

• P/EV: 1.69x

• 2009A P/E (excl. cost synergies): 24.7x

• 2009A P/E (incl. fully phased cost synergies): 21.1x

• Implied 2009A NBP multiple: 25.4x

Implied  
Multiples

Price: $35.5bn
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Transaction structure / funding

• $20.0bn / (£13.1bn) rights issue (net, $20.7bn / (£13.6bn) gross) fully underwritten by Credit Suisse, JP 
Morgan Cazenove and HSBC 
– 89% of Prudential market capitalisation of c.$23.2bn / £15.3bn
– final terms expected to be set at the time of publication of the prospectuses

• AIG receive an equity consideration of $5.5bn / (£3.6bn), resulting in a c.11% stake post transaction
– priced by reference to the closing price of 602.5p on 26 February 2010 adjusted for the estimated full- 

year dividend and rights issue size
• Lock up: 50% sellable after 12 months and the other 50% sellable after 24 months

• New TopCo structure (“New Prudential”), will be the holding company for both Prudential and AIA

• $35.5bn / (£23.3bn) acquisition price 

• $3.0bn / (£2.0bn)
– priced by reference to the closing price of 602.5p on 26 February 2010 adjusted for the estimated full- 

year dividend and rights issue size
– 3.75% coupon, lower strike 100% of reference price, upper strike 125% of reference price, 3 year 

maturity 
– No resale rights, effective 2 year lock-up

• $2.0bn / (£1.3bn)
– paying 6.25% coupon, tax deductible 
– perpetual, non-call, 10 year with 1% coupon step up in year 10
– Marketable after 12 months

• $5.0bn / (£3.3bn) (net, $5.4bn / (£3.5bn) gross) fully underwritten by Credit Suisse, JP Morgan 
Cazenove and HSBC

– 5-10 years bond issuance

• Shareholder approval

• Regulatory and anti-trust approvals

Equity 
consideration

Preferred 
securities

Rights issue

Mandatory 
convertibles

Conditions

Senior debt

Note: Exchange rate applied of 1.5238USD/GBP as at 26 February 2010

$20.0bn

$5.5bn

$3.0bn

$2.0bn

$5.0bn
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Expected timetable to completion

Event  Timing 

Publication of the Prospectuses and Circular  April / May 

Prudential Shareholder meetings to approve Rights Issue, and 
Transaction 

May 

Rights Issue trading period commences  May 

Rights Issue trading period ends                                                          
 

Early June 

Regulatory approval and acquisition closes, with proceeds and 
vendor consideration released to AIG.  Prudential delisted and 
New Prudential listed and admitted to trading on the LSE 

Q3(estimated) 
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Acquisition of AIA

• Rare opportunity to bring together two outstanding companies

• Ideally positioned to capture future Asian growth

• Number one life insurer in Hong Kong, Singapore, Malaysia, Thailand, 
Indonesia, Philippines and Vietnam(1)

• Acceleration of our stated strategy to deliver value to our shareholders

• Access to Asian capital markets through Hong Kong listing

(1) Based on total business



Appendix



AIA 2009 audited results 
highlights
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Key financials for AIA – IFRS income statement

(US$ in millions)

2007 2008 2009

Premiums and fee income 9,573 10,674 10,433
Premiums ceded to reinsurers (833) (392) (331)

Net premiums and fee income 8,740 10,282 10,102
Investment return 6,409 (6,998) 8,843
Other operating revenue 77 526 71

Total revenue 15,226 3,810 19,016

Net insurance and investment contract benefits (10,363) (1,209) (13,563)
o/w insurance and investment contract benefits (11,016) (1,457) (13,814)
o/w insurance and investment contract benefits ceded 653 248 251

Acqusition and operating expenses (1,909) (2,652) (2,629)
Finance cost and investment mgt. expenses (295) (262) (139)
Change in third party interests in consolidated investment funds (80) 309 (253)

Total expenses (12,647) (3,814) (16,584)
Profit before share of loss from associates and joint ventures 2,579 (4) 2,432
Profit/  (loss) before tax 2,579 (32) 2,411
Income tax (expenses ) / credit attributable to policyholders' returns (70) 90 (137)

Profit before tax attributable to shareholders' profits 2,509 58 2,274
Tax (expense)/credit (651) 445 (654)
Less: tax attributable to policyholders' returns 70 (90) 137
Net profit 1,928 413 1,757

Net profit attributable to:
Shareholders of the parent company 1,914 408 1,754
Non-controlling interests 14 5 3

Earnings per share (US$):
Basic and diluted 0.16 0.03 0.15
Source: AIA FY 2009 report.
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November 2007 November 2008 November 2009

Assets
Intangible assets 200 232 228

Investments in associates and joint ventures 63 47 53

Property, plant and equipment 352 332 326

Reinsurance assets 2,668 147 284

Deferred acquisition and origination costs 10,044 10,047 10,976

Financial investments 70,637 55,324 73,480
Other assets 1,462 1,499 1,605
Cash and cash equivalents 2,583 4,164 3,405
Total assets 88,199 72,009 90,659
Liabilities
Insurance contract liabilities 57,161 52,158 63,255
Investment contract liabilities 6,505 4,898 7,780
Borrowings 1,461 661 688
Obligations under securities lending and repurchase agreements 5,395 2,718 284
Derivative financial instruments 47 138 71
Other liabilities 2,294 1,587 2,025
Total liabilities 74,701 63,091 75,670
Equity
Issued share capital 12,000 12,000 12,044
Share premium 1,914 1,914 1,914
Other reserves (13,214) (12,479) (12,080)
Retained earnings 9,435 9,498 11,220
Amounts reflected in other comprehensive income 3,304 (2,039) 1,848
Total equity 13,498 8,918 14,989
Total liabilities and equity 88,199 72,009 90,659

Key financials for AIA – IFRS balance sheet

(US$ in millions)

Source: 2009 Financial Statements.
Note: Other assets comprise of prepayments, accrued investment income and pension scheme assets; Borrowings comprise of mainly bank loans/overdrafts.
(1) Comprises securities loaned to third parties and a related party and repurchase agreements whereby securities are sold to third parties with a concurrent agreement to repurchase securities at a 

specified date.

(1)
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One-year Value of New Business as at 30 November 2009

($ in millions)

Source: Embedded value report as at 30 November 2009.

RDR

Hong Kong 206

Thailand 124

Korea 65

Singapore (incl. Brunei) 101

Malaysia 29

China 47

Other Markets 90

After-tax value of group office expenses -40

Adjustment to reflect Hong Kong reserving and capital requirements -52

Total 570
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