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M&G is the UK and European fund manager 
of the Prudential Group with responsibility 

for investments on behalf of both internal 
and external clients. 

£201bn
funds under management – M&G
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£50.3bn
funds under management 
– Eastspring Investments

Eastspring, Prudential’s asset 
management business in Asia, manages 

investments for Asian third-party retail 
and institutional clients in addition to 

investments of Prudential’s Asian, UK 
and US life companies.
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Market overview
M&G is the UK and European fund manager of the Prudential Group with 
responsibility for investments 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 is achieved by creating an environment that is attractive to investment talent. 
Our investment performance has been robust in the face of ongoing macroeconomic 
instability. Over the three years to 31 December 2011, 25 retail funds representing 
approximately 76 per cent of retail funds under management (FUM), delivered first and 
second quartile investment performance. The performance of our actively managed 
external institutional fixed income mandates also remains very strong with all of the 
mandates meeting or outperforming their benchmarks over the three years to 
31 December 2011.

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, this has resulted in significantly 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, such as 
pension funds, an innovative range of specialist fixed income and related strategies, 
including private debt opportunities in leveraged finance, and infrastructure investment.

Market context
Following considerable uncertainty over sovereign debts on both sides of the Atlantic 
and concerns over the lack of global economic growth, the third quarter of 2011 saw 
the FTSE 100 suffer its worst quarter for nine years, falling 14 per cent. Markets 
rebounded over the fourth quarter with the index rising by 9 per cent. M&G’s FUM has 
proved resilient in the face of the market volatility experienced over the second half of 
the year. From a FUM level of £194.4 billion at the end of 30 September 2011, M&G’s 
FUM increased to £201.3 billion by 31 December 2011. This included external funds 
under management, representing 46 per cent of total FUM, of £91.9 billion (quarter to 
30 September 2011: £87.3 billion).

Optimising 

Asset management
M&G
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M&G continues to execute against its strategy and deliver 
strong performance for both clients and its shareholder, 
the Prudential Group. M&G’s 2011 financial performance 
continues the momentum from the strong full year results 
recorded in 2010.

Michael McLintock
Chief Executive
M&G
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Business performance
In 2011, M&G attracted gross inflows of £26.0 billion and net inflows of £4.4 billion, 
with retail funds contributing the lion’s share of the net position with £3.9 billion. After 
two successive years of extremely high net sales, it was our expectation that net fund 
flows would revert to somewhat lower levels in 2011 especially in light of the economic 
headwinds experienced over the year. However, while net sales are indeed lower, 
they remain strong. Our ability to maintain this sales performance over the year 
again demonstrates our strength and depth across all the main asset classes and 
distribution channels.

Gross new business wins for the fourth quarter to 31 December 2011 totalled 
£6.2 billion, compared to £6.4 billion for the previous quarter. Outflows totalled 
£4.4 billion (quarter to 30 September 2011: £6.7 billion), resulting in net inflows for 
the quarter of £1.8 billion. This was a positive turnaround on the total net outflow 
of £288 million experienced in the quarter to 30 September 2011.

M&G AER CER

2011
£m

2010
£m

Change
%

2010
£m

Change
%

Gross investment inflows 25,981 26,372 (1) 26,372 (1)
Net investment flows
 Retail business 3,895 7,416 (47) 7,416 (47)
 Institutional business 490 1,689 (71) 1,689 (71)

 Total 4,385 9,105 (52) 9,105 (52)
Revenue 702  612  15 612  15 
Other income 4  3  33 3  33 
Staff costs (285) (263) (8) (263) (8)
Other costs (141) (123) (15) (123) (15)

Underlying profit before 
 performance-related fees 280  229  22 229  22 
Performance-related fees 21  17  24 17  24 

Operating profit from asset 
 management operations 301  246  22 246  22 
Operating profit from Prudential Capital 56  38  47 38  47 

Total IFRS operating profit 357  284  26 284  26 

Funds under management 201bn 198bn 2 198bn 2 

£201bn
Funds under  
management

Total IFRS operating profit

2010

£284m

£357m

2011

+26%

www.mandg.co.ukAwards

Retail
Our expertise and strong performance 
have been recognised by independent 
authorities within the industry and 
we have won an array of awards for 
our funds and as a group. These include 
M&G being awarded the prestigious 
2011 Old Broad Street Research 
Outstanding Investment House 
Award for the second year running. 

Institutional
The strength of M&G’s performance 
in the institutional market is evidenced 
by the award of Fixed Income Manager 
of the Year 2011 at the Financial News 
Awards for Excellence in Institutional 
Asset Management.
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Retail
As announced previously, volatile market conditions and reduced investor confidence 
led to a considerable worsening of the sales environment in the overall market during 
the second half of 2011, in both Europe and the UK, and particularly for equity 
products.

The European funds industry suffered net outflows of ¤69.3 billion in 2011 – only the 
second time in the past decade (net outflows were  ¤298 billion in 2008)1. This result 
masks a significant divide between the first half of the year, which saw net inflows of  
¤96 billion, and the second half with net outflows of around  ¤165 billion. It also masks 
a divide between markets where investors have been the greatest net buyers (notably 
the UK) and where they have been in significant net outflow (Continental Europe) as 
21 out of 33 markets suffered full year outflows.

Despite this challenging flow environment, M&G’s Retail business generated positive 
net sales in the final quarter. In our core UK market, gross inflows of £2.7 billion were 
generated over the quarter with corresponding net inflows of over £1.1 billion. Over the 
full year to 31 December 2011, M&G’s UK Retail business has received gross inflows of 
£11.2 billion, representing an increase of 10 per cent on 2010 levels. At the net level, the 
UK Retail business recorded inflows of £4.3 billion, a modest fall of only 3 per cent on 
2010 results. 

M&G’s UK Retail business has been number one for gross and net retail sales over 
13 consecutive quarters based on data to 31 December 20112. The strength of our 
UK distribution channels has helped to offset the difficult conditions encountered 
in mainland Europe, where risk-averse investors have been withdrawing money 
from funds. M&G’s European Retail distribution business did make up lost ground 
over the fourth quarter with positive net inflows being received. M&G continued 
to expand its distribution capabilities, registering its OEIC fund range in Finland, 
Norway and Denmark in the fourth quarter. By retail net sales, M&G ranked ninth 
out of 48 cross-border groups in 20113. M&G-managed retail FUM sourced outside 
of the UK now stand at £8.2 billion, the equivalent of almost one-fifth of the total 
retail external funds managed by M&G.

In product terms, retail fund flows across the industry, affected by the eurozone crisis, 
have seen muted demand for equity products in aggregate as bond products continue 
to remain the default choice for risk-averse investors. However, flows into some 
of M&G’s flagship equity products have remained robust in spite of stock market 
conditions, with investor appetite for our global equity and emerging market products 
continuing. M&G’s Property Portfolio Fund has also benefited from a consistent level 
of net sales over the full year. It is a core pillar of M&G’s business performance that it is 
able to benefit from changing investor preferences as a result of its diversified product 
offering. No fewer than 14 of M&G’s retail funds, representing all of the main asset 
classes, achieved net sales in excess of £50 million over the full year. 

Optimising 
Asset management
M&G
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Notes
1  Source: Lipper FMI (February 2012, 

data as at December 2011). FundFlash. 
Thomson Reuters 

2  Source: Fundscape. (Q4 issue, 
February 2012). The Pridham Report. 
Fundscape LLP

3  Source: Lipper FMI. (February 2012, 
data as at December 2011). SalesWatch. 
Thomson Reuters

‘ Sales performance 
over the year again 
demonstrates our 
strength and depth 
across all the main 
asset classes and 
distribution channels.’
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Institutional
M&G’s Institutional business had a strong fourth quarter pushing the business into 
positive territory for the full year with net inflows of £490 million. The outflows 
experienced over the year included, as expected, a number of segregated clients 
withdrawing money from public debt funds due to asset allocation decisions. 
Additionally, outflows also reflected the contractual return of £696 million in capital 
to investors in mature closed-ended debt structures.

M&G’s Institutional business continues to benefit from its innovative approach to 
investment. The Alternative Credit team has raised £200 million of capital for a UK 
social housing fund, the first fund of its kind to capitalise on the income-generating 
nature of the sector. This is the second instance of M&G creating a fund to assist 
organisations starved of bank loans since the onset of the credit crisis. The M&G UK 
Companies Financing Fund (UKCFF), M&G’s loan facility for UK quoted companies, 
has now made total commitments of £710 million across eight loans, five of which were 
extended over 2011. Total commitments of £1.4 billion have been raised since its launch 
in 2009.

The M&G Secured Property Income Fund combines the expertise of both M&G’s Fixed 
Income Team, with its extensive credit research capability, and PRUPIM, the real estate 
fund management arm of the M&G Group and its core capability in real estate 
investment analysis. The Fund, which offers pension fund investors an alternative 
means of managing their inflation liabilities, passed through a net asset value (NAV) 
of £1 billion during the final quarter. £350 million in total was added to the NAV in 2011. 
Fund performance is strong, investor interest remains high and we continue to work 
hard at maintaining a suitable pipeline of acquisition opportunities.

Awards
Our expertise and strong performance have been recognised by independent 
authorities within the industry and we have won an array of awards for our funds and 
as a group. These include M&G being awarded the prestigious 2011 Old Broad Street 
Research Outstanding Investment House Award for the second year running. The 
strength of M&G’s performance in the institutional market is evidenced by the award 
of Fixed Income Manager of the Year 2011 at the Financial News Awards for Excellence 
in Institutional Asset Management. Indeed, M&G’s flagship institutional UK corporate 
bond fund, with over £3.5 billion of FUM at 31 December 2011, has outperformed its 
benchmark1 by 2.0 per cent2 a year since the onset of the credit crisis in December 2008.
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Financial performance
M&G continues to execute against its strategy and deliver strong performance for both 
clients and its shareholder, the Prudential Group. M&G’s 2011 financial performance 
continues the momentum from the strong full year results recorded in 2010. Revenues 
have continued to improve steadily, rising £90 million (15 per cent), while costs remain 
under control, increasing by only £40 million (10 per cent). As a result, operating profits 
grew by 22 per cent during the year to a record level of £301 million, surpassing the 
previous best of £246 million set in 2010. M&G’s operating margin increased to 
40 per cent (year to 31 December 2010: 37 per cent)1. M&G’s very strong profit 
performance reflects in particular the transformation in net sales experienced by 
the business since the beginning of 2009, particularly from the Retail business. 
We continue to seek operational efficiencies across the M&G Group to support the 
scalability of our business model. This cost discipline, combined with the rise in FUM 
has generated a cost/income ratio2 of 60 per cent for the full year, an improvement 
on the 2010 result of 63 per cent.

Given the ongoing strength of its financial performance, M&G continues to provide 
capital-efficient profits and cash generation for the Group. This is in addition to the 
strong investment returns generated on the internally managed funds. M&G remits 
a substantial proportion of its post-tax profits to the shareholder, which in 2011 
amounted to £213 million (2010: £150 million). 

Prudential Capital

Prudential Capital manages the Group’s balance sheet for profit by leveraging 
Prudential’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 opportunities within a tightly 
controlled risk framework. Prudential Capital 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 the 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. Prudential Capital is committed to working closely with other business 
units across the Prudential Group to exploit opportunities and increase value creation 
for Prudential as a whole. 

Prudential Capital has a diversified earnings base derived from its portfolio of secured 
loans, debt investments and the provision of wholesale markets services. Despite the 
continued difficult market conditions, IFRS operating profit was £56 million in 2011 
(2010: £38 million). In 2011 a total of £67 million was remitted to the Group. 

Michael McLintock
Chief Executive
M&G

Optimising 
Asset management
M&G

‘ M&G continues 
to provide capital- 
efficient profits and 
cash generation for  
the Group.’

Notes
1  Excluding performance-related fees.
2  Excluding performance-related fees 

and carried interest on private equity 
investments.



53
B

u
sin

e
ss rev

iew
Business review | Asset management | Eastspring Investments

Market overview
Prudential’s asset management business in Asia manages investments for 
Asian third-party retail and institutional clients in addition to investments 
of Prudential’s Asian, UK and US life companies.

Markets remained challenging in 2011, with overall net outflows seen in the Asia 
(excluding Japan) onshore funds market. Equity markets struggled to gain traction 
driven by poor investor sentiment in the face of weak macroeconomic signals. Japan 
was also impacted by the natural disaster which occurred earlier in the year. 

Eastspring Investments
In November 2011, Prudential announced that its Asian Fund Management operations 
would be rebranded Eastspring Investments. The new brand, which was officially 
launched in February 2012, will enable the business to establish a cohesive regional 
presence thereby penetrating the offshore segment more effectively. It also supports 
distribution to new markets beyond Asia.

Business performance
Total funds under management of £50.3 billion were down 3 per cent over the same 
period last year. The effect of positive net flows from the Asian Life Business and third 
party retail and institutional clients, was offset by the combined effect of outflows in 
the low margin money market funds (MMF) and the negative market movements 
particularly in the second half of the year. 

Net inflows from third parties (excluding MMF) were £633 million compared to net inflows 
of £1,837 million during 2010. This is attributed to lower bond fund returns and to Japan, 
where significant inflows from the launch of the Asia Oceania equity fund in 2010 were 
not repeated in 2011. Clearly the environment in Japan was not conducive to product 
launches in the first half of 2011. This situation was partially mitigated by net inflows from 
corporate and institutional clients in Korea, together with new institutional mandates.

Financial performance
IFRS profits of £80 million are a record and were up 11 per cent on prior year as a result 
of higher average funds under management and disciplined management of costs.

Optimising 

Asset management
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Eastspring Investments AER CER

2011
£m

2010
£m

Change
%

2010
£m

Change
%

Gross investment inflows (excluding MMF) 7,824  11,973  (35) 11,959  (35)
Net investment inflows (excluding MMF) 633  1,837  (66) 1,882  (66)
Money Market Funds (MMF) net outflows (512) (2,052) (75) (1,954) (74)
Funds under management 50.3bn 51.9bn (3) 51.3bn (2)
Total IFRS operating profit 80  72  11 73  10 

£50.3bn
Funds under management

Total IFRS operating profit

2010

£72m
£80m

2011

+11%

www.eastspringinvestments.comEastspring Investments

In November 2011, Prudential 
announced that its Asian Fund 
Management operations would be 
rebranded Eastspring Investments. 

The new brand, which was officially 
launched in February 2012, will enable 
the business to establish a cohesive 
regional presence thereby penetrating 
the offshore segment more effectively. 
It also supports distribution to new 
markets beyond Asia.
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PPM America AER CER

2011
£m

2010
£m

Change
%

2010
£m

Change
%

Total IFRS operating profit 4 10 (60) 10 (60)

Market 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 2011 was £4 million, compared to £10 million in 2010, due to the 
non-recurrence of the 2010 performance related fees.

At 31 December 2011, funds under management of £55 billion were as follows:

AER

2011 2010

US
£bn

UK
£bn

Asia
£bn

Total
£bn

US
£bn

UK
£bn

Asia
£bn

Total
£bn

Insurance 32 15 – 47 31 15 – 46 
Unitised 1 1 5 7 1 1 5 7 
CDOs 1 – – 1 1 – – 1 

Total funds under  
 management 34 16 5 55 33 16 5 54 

 
Curian AER CER

2011
£m

2010
£m

Change
%

2010
£m

Change
%

Gross investment flows 1,684 1,361 24 1,312 28 
Revenue 51 39 31 37 38 
Costs (45) (38) 18 (36) 25 
Total IFRS operating profit 6 1 500 1 500 
Total funds under management 4.7bn 3.5bn 34 3.5bn 34 

Market overview
Curian Capital, Jackson’s registered investment adviser, 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.

Optimising 

Asset management
United States
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Business performance
At 31 December 2011, Curian had total assets under management of £4.7 billion, 
compared to £3.5 billion at the end of 2010. Curian generated record deposits of 
£1,684 million in 2011, up 24 per cent over 2010. Curian continues to benefit from 
its prior investment platform expansions and its significant expansion in 2011 of the 
firm’s wholesaling team and new distribution territories. 

Financial performance
Curian reported an IFRS basis operating profit of £6 million in 2011 compared to 
£1 million in 2010. 

US Broker-dealer
National Planning Holdings, Inc

AER CER

2011
£m

2010
£m

Change
%

2010
£m

Change
%

Revenue 491 449 9 433 13 
Costs (477) (438) 9 (422) 13 

Total IFRS operating profit 14 11 27 10 40 

Market 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, Jackson provides 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 revenue of £491 million in 2011, up from £449 million in 2010, on gross 
product sales of £8.6 billion. The network continues to achieve profitable results, with 
2011 IFRS operating profit of £14 million, a 27 per cent increase from £11 million in 
2010. At 31 December 2011, the NPH network had 3,636 registered advisers, up 
from 3,461 at year end 2010.




