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M&G is the UK and European fund manager of the Prudential Group 
with responsibility for £198 billion of investments as at 31 December 2010 
on behalf of both internal and external clients. M&G is an investment-led 
business whose aim is to generate superior long-term returns for its 
third-party investors and the internal funds of the Prudential Group.

This aim is achieved by creating an environment that is attractive to investment talent. 
The core focus on investment performance, combined with a well-diversified business 
mix and established distribution capabilities, has helped M&G achieve strong net sales 
performance, growth in funds under management and increased profitability.

In the retail market, M&G’s aim is to operate a single fund range and to diversify the 
distribution base by accessing a wide variety of channels and geographies. In recent 
years, key themes have included growing the proportion of business sourced from 
intermediated channels and the increased sales of UK-based funds in European and 
other international markets. 

In the institutional marketplace, M&G’s approach centres on leveraging capabilities 
developed primarily for the Prudential internal funds to create higher margin external 
business opportunities. This has allowed M&G to offer third-party clients an innovative 
range of specialist fixed income strategies, including leveraged finance and 
infrastructure investment.

Sales performance
2009 was an exceptional year for M&G in terms of net sales. The Retail business 
experienced unprecedented net purchases of its top-performing bond funds by 
investors seeking to exploit a near unique opportunity in fixed income markets. On the 
institutional side, M&G benefited in particular from winning a very substantial single 
institutional mandate. It was not expected that the business would be able to repeat 
these levels of net sales in 2010. In the event, the Retail business achieved full year net 
inflows of £7.4 billion, a decrease of only one per cent compared to the record level of 
£7.5 billion in 2009. On the institutional side, M&G still achieved very healthy net sales 
of £1.7 billion.

Gross fund inflows for the full year rose six per cent to £26.4 billion. This set a  
new record for the M&G business, surpassing the £24.9 billion achieved in 2009. 
Maintaining this strong sales performance over 2010, and in some highly volatile 
markets, demonstrates M&G’s strength in depth across all the main asset classes and 
distribution channels. 

M&G’s Retail business in the UK has been number one for gross and net retail sales 
over nine consecutive quarters based on data to the end of December 20101. As already 
highlighted, it was sales of M&G’s top-performing fixed income funds that accounted 
for the lion’s share of net inflows in 2009 with 68 per cent of the net retail flows. During 
2010, fixed income products continued to sell extremely well, accounting for 43 per 
cent of flows, but, with market sentiment turning more bullish, investor appetite for our 
equity and property funds increased. Net inflows into equity funds have increased in 
share from 26 per cent in 2009 to 48 per cent of total net retail sales in 2010. Over the 
same period, property funds’ share of total net sales trebled to nine per cent.

ASSET MANAGEMENT
M&G

2011 PRIORITIES

• Maintain long-term 
investment performance 
for both internal and 
external funds

• Continue growth in 
third-party retail and 
institutional businesses

“ The Retail business 
achieved full year net 
inflows of £7.4 billion, 
a decrease of only 
one per cent compared 
to the record level of 
£7.5 billion in 2009.”
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The improved diversification of sales by asset class was matched by an increased 
diversification of sales performance by region. In 2009, 19 per cent of net retail flows 
were from M&G’s distribution business outside of the UK, primarily based in Europe. 
This figure had increased to 39 per cent by the end of 2010.

The retail investment market in Europe is substantially larger than the UK market. In 
further response to this opportunity, M&G’s European Retail business registered its 
core OEIC fund range for distribution in the Netherlands and Sweden in the fourth 
quarter of 2010. Registration in both markets has already boosted sales results with 
M&G being able to leverage off existing client relationships established in other 
European markets. M&G already has a proven track record of success in distributing 
into Europe with its registration in France in 2007, for example, having already 
generated funds under management of £1.3 billion and achieved status as a top ten 
cross border player in the French market2. Total funds under management sourced 
outside of the UK amounted to £13.4 billion at the end of 2010, equivalent to 31 per 
cent of total retail external funds managed by M&G.

The consistency and excellence of its performance resulted in M&G being awarded the 
prestigious 2010 Global Group of the Year award at the 15th annual Investment Week 
Fund Manager of the Year Awards. This is the second time in three years that M&G has 
received this award. 

In the institutional market, M&G also attracted healthy net new business on the back of 
outstanding investment performance with inflows of £1.7 billion. This compares with 
net inflows of almost £6.0 billion in 2009, although this latter figure was dominated by  
a single £4 billion fixed income mandate. Like M&G’s retail distribution, the institutional 
business also benefits from an increasingly diverse investor base with distribution 
activities covering Scandinavia and the Netherlands.

M&G’s institutional business was also recognised for its investment performance 
winning the 2010 UK Asset Management Firm of the Year award at Financial News’ 
Awards for Excellence in Institutional Asset Management. 

M&G’s total funds under management at 31 December 2010 were at a record level of 
£198.3 billion, up 14 per cent on the 2009 year end. External funds under management 
at the end of 2010 of £89.3 billion were 27 per cent higher than the start of the year and 
now represent 45 per cent of M&G’s total funds under management. 

£284m
Total IFRS  
operating profit

FUNDS UNDER MANAGEMENT

2009

£198bn
£174bn

2010

+14%

£198bn
Funds under  
management

M&G

AER CER

2010
£m

2009
£m

Change
%

2009
£m

Change
%

Net investment flows 9,105 13,478 (32) 13,478 (32)
Revenue 612 457 34 457 34
Other income 3 13 (77) 13 (77)
Staff costs (263) (205) (28) (205) (28)
Other costs (123) (100) (23) (100) (23)

Underlying profit before 
 performance-related fees 229 165 39 165 39
Performance-related fees 17 12 42 12 42

Operating profit from asset 
 management operations 246 177 39 177 39
Operating profit from Prudential Capital 38 61 (38) 61 (38)

Total IFRS operating profit 284 238 19 238 19
Funds under management 198bn 174bn 14 174bn 14

Notes  

1 Source: Fundscape Pridham Report.
2  Source: Lipper FMI Saleswatch.

GLOBAL GROUP OF THE YEAR

The consistency and 
excellence of its performance 
resulted in M&G being awarded 
the prestigious 2010 Global 
Group of the Year award at the 
15th annual Investment Week 
Fund Manager of the Year 
Awards. This is the second 
time in three years that M&G 
has received this award.
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Financial performance
M&G’s IFRS operating profit rose to £246 million, an increase of 39 per cent compared 
with the 2009 result of £177 million. 

The full year 2010 result was a record profit level for M&G, being eight per cent higher 
than the previous record achieved in 2008. If performance-related fees and carried 
interest on private equity investments are excluded, M&G’s operating profit would 
actually display underlying growth of 24 per cent over 2008. Equity market levels have 
boosted business results, with the FT All Share averaging three per cent higher over 2010 
compared to 2008. It is also the exceptionally strong net inflows over 2009 and 2010, 
particularly from the Retail business that have contributed to the increased profit levels.

M&G remains focused on cost control with the cost/income ratio1 at 63 per cent over 
the full year, an improvement on the 2009 result of 65 per cent. A key aspect to cost 
management is to create a more flexible operational cost base, where appropriate, to 
enable the business to react to significant changes in its business profile. During 2010, 
M&G outsourced fund accounting, taxation and pricing operations for its UK regulated 
retail funds to an external supplier. The transition of these services has secured for 
M&G access to a scalable global platform to support both the current and future needs 
of its funds. Outsourcing this element of its operational platform to a dedicated 
provider of these services also ensures that M&G can focus on the continued delivery 
of strong investment performance and winning new business.

M&G continues to provide capital efficient profits and cash generation for the 
Prudential Group, as well as strong investment returns on the internally managed 
funds. Cash remittances of £150 million in 2010 provided strong support for the 
Group’s corporate objectives.

PRUDENTIAL CAPITAL

Prudential Capital (PruCap) manages Prudential Group’s balance sheet for profit 
by leveraging Prudential Group’s market position. This business has three strategic 
objectives: to provide professional treasury services to the Prudential Group; to 
operate a first-class wholesale and capital markets interface; and to realise profitable 
proprietary opportunities within a tightly controlled risk framework. PruCap generates 
revenue by providing bridging finance, managing investments and operating a securities 
lending and cash management business for the Prudential Group and its clients.

The business has consolidated its position in a period of difficult and volatile markets, 
focusing on liquidity across the Prudential Group, management of existing asset 
portfolio and conservative levels of new investment. Development of new product 
and infrastructure has continued, helping to maintain the dynamism and flexibility 
necessary to identify and realise opportunities for profit within acceptable risk 
parameters. PruCap is committed to continuing to work closely with other business 
units across the Prudential Group to exploit opportunities and increase value creation 
for Prudential as a whole. In particular, PruCap offers to the Prudential Group a holistic 
view on hedging strategy, liquidity and capital management.

PruCap has a diversified earnings base derived from its portfolio of secured loans, debt 
investments and the provision of wholesale markets services. As a result of lower net 
operating revenue and prevailing market conditions, IFRS operating profits decreased 
by 38 per cent to £38 million, however PruCap still delivered a cash remittance to the 
Group holding company of £52 million.

ASSET MANAGEMENT
M&G

Note  

1 Excluding performance related fees and carried interest on private equity investments.

UK ASSET MANAGEMENT 
FIRM OF THE YEAR 

M&G’s institutional business 
was also recognised for its 
investment performance 
winning the 2010 UK Asset 
Management Firm of the 
Year award at Financial News’ 
Awards for Excellence 
in Institutional Asset 
Management.
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ASIA ASSET MANAGEMENT

AER CER

2010
£m

2009
£m

Change
%

2009
£m

Change
%

Retail and institutional business net inflows 1,838 556 231 569 223
Money Market Funds net (outflows)/ 
 inflows (MMF) (2,053) 1,443 (242) 1,550 (232)
Funds under management 51.9bn 42.4bn 22 47.2bn 10
Total IFRS operating profit 72 55 31 58 24

Prudential’s asset management business in Asia manages investments for 
UKIO and the Asian life companies and has also successfully leveraged 
these investment capabilities to build a strategically significant and 
market leading third party funds management business. 

Business overview
Under the leadership of a new Chief Executive, the team has driven strong 
improvements in the business.

Investment performance is a key driver of success and for 2010, 68 per cent of our 
funds outperformed their peer medians or benchmarks1. Accolades received during 
the year included the PCA Indonesia Equity Open Fund being recognised as ‘Fund of 
the Year 2010’ in Japan by Morningstar amongst 557 open-ended funds in the domestic 
market, as well as the PCA China Dragon A-share Equity Fund being named ‘Best fund 
in overseas equity category’ in Korea’s 2010 MoneyToday – Morningstar Fund Awards. 
In India and China, funds offered by our joint venture businesses were ranked top-
decile by their respective local rating agencies.

The business has been actively implementing its strategy of targeting higher-margin 
equity and bond asset classes. Third party net inflows of £1.8 billion were driven 
predominantly by Japan, which saw strong interest for its white-labelled Asia Oceanic 
High Dividend Equity and its open-ended Indonesian Equity Open funds. In addition, 
positive bond fund flows resulted from Taiwan and China’s successful new product 
launches and strong demand for our offshore product range. Money market funds 
saw net outflows totalling £2.1 billion in 2010, mainly attributed to redemptions 
in India as a result of tighter liquidity conditions. 

Financial performance
Prudential’s Asian asset management business’ total FUM crossed the £50 billion mark 
for the first time and closed the year at £52 billion which includes a core £25 billion 
from Prudential Corporation Asia’s life funds, £5 billion of assets from the Group and 
£22 billion from third-party customers. Compared to 2009, the overall FUM increased 
by 22 per cent, driven by net inflows of £1.8 billion and a total of £7.7 billion of positive 
market and currency related movements.

IFRS operating profit from fund management of £72 million is 31 per cent higher than 
in the prior year. The Funds business remitted a net £33 million of surplus capital to the 
Group during 2010.

ASSET MANAGEMENT
ASIA

Note  

1 Based on a blend of 1-year and 3-year performance.

FUNDS UNDER MANAGEMENT

2009

£42.4bn

£51.9bn

2010

+22%

£72m
Total IFRS  
operating profit

BUSINESS REVIEW > ASSET MANAGEMENT > ASIA
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PPM AMERICA

AER CER

2010
£m

2009
£m

Change
%

2009
£m

Change
%

Total IFRS operating profit 10 6 67 5 100

Business overview
PPM America (PPMA) manages assets for Prudential’s US, UK and Asian affiliates. 
PPMA also provides other affiliated and unaffiliated institutional clients with investment 
services including collateralised debt obligations (CDOs), private equity funds, 
institutional accounts, and mutual funds. PPMA’s strategy is focused on managing 
existing assets effectively, maximising the benefits derived from synergies with our 
international asset management affiliates, and leveraging investment management 
capabilities across the Prudential Group. PPMA also pursues third-party mandates  
on an opportunistic basis.

Financial performance
IFRS operating profit in 2010 was £10 million, compared to £6 million in 2009. 

At 31 December 2010, funds under management of £54 billion were as follows:

AER

2010 2009

US
£bn

UK
£bn

Asia
£bn

Total
£bn

US
£bn

UK
£bn

Asia
£bn

Total
£bn

Insurance 31 15 – 46 29 12 – 41
Unitised 1 1 5 7 – 1 4 5
CDOs 1 – – 1 1 – – 1
Total funds under 
 management 33 16 5 54 30 13 4 47

CURIAN

AER CER

2010
£m

2009
£m

Change
%

2009
£m

Change
%

Gross investment flows 1,361 796 71 806 69
Revenue 39 25 56 26 50
Costs (38) (31) 23 (32) 19
Total IFRS operating profit/(loss) 1 (6) 117 (6) 117
Total funds under management 3,457 2,260 53 2,331 48

Business overview
Curian Capital, Jackson’s registered investment advisor, provides innovative fee-based 
managed accounts and investment products to advisers through a sophisticated 
technology platform. Curian expands Jackson’s access to advisers while also 
complementing Jackson’s core annuity product lines with Curian’s retail asset 
management products.

BUSINESS REVIEW > ASSET MANAGEMENT > UNITED STATES

ASSET MANAGEMENT
UNITED STATES



53
B

U
S

IN
E

S
S

 R
E

V
IE

W

Financial performance
At 31 December 2010, Curian had total assets under management of £3.5 billion, 
compared to £2.3 billion at the end of 2009. Curian generated deposits of £1,361 
million in 2010, up 71 per cent over 2009. The increase in both deposits and assets 
under management was mainly due to an expansion of Curian’s investment platform 
with the addition of two new investment strategies, plus an expansion of the firm’s 
wholesaling team, in addition to a rebound from the difficult conditions in the equity 
markets in early 2009.

Curian’s assets under management surpassed the break-even point during the year, 
resulting in the firm reporting its first full-year IFRS basis operating profit in 2010, with  
a net profit of £1 million versus a loss of £6 million during 2009.

US BROKER DEALER

NATIONAL PLANNING HOLDINGS, INC. AER CER

2010
£m

2009
£m

Change
%

2009
£m

Change
%

Revenue 449 390 15 395 14
Costs (438) (386) 13 (391) 12
Total IFRS operating profit 11 4 175 4 175

Business overview
National Planning Holdings, Inc. (NPH) is Jackson’s affiliated independent broker-
dealer network. The business is comprised of four broker-dealer firms, including 
INVEST Financial Corporation, Investment Centers of America, National Planning 
Corporation, and SII Investments. 

NPH continues to grow the business and revenue per representative. By utilising 
high-quality, state-of-the-art technology, we provide NPH’s advisers with the tools  
they need to operate their practices more efficiently. At the same time, through its 
relationship with NPH, Jackson continues to benefit from an important retail 
distribution outlet, as well as receive valuable insights into the needs of financial 
advisers and their clients.

Financial performance
NPH generated revenues of £449 million in 2010, up from £390 million in 2009, on 
gross product sales of £9.3 billion. The network continues to achieve profitable results, 
with 2010 IFRS operating profit of £11 million, a 175 per cent increase from £4 million in 
2009. At 31 December 2010, the NPH network had 3,461 registered advisers, down 
slightly from 3,478 at year-end 2009.


