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Providing America’s 2019 performance highlights

ageing popu]ation — Launches of Jackson's RateProtector, a single premium,
multi-year guarantee fixed annuity, as well as

with financial Strategies MarketProtector and MarketProtector Advisory fixed

for their retirement index annuity products, contributing to an 8 per cent
increase in new business sales
through product — Continued growth of advisory sales, with new business
innovation and sales up 30 per cent as distribution models continue
. to evolve
deVGlOplng market- — Expanded advisory distribution footprint with
leading distribution Morgan Stanley, DPL Financial Partners, TD Ameritrade
o and RetireOne
Capablhtles . — Awarded 'Contact Center World Class CX Certification’

and 'Highest Customer Service for the Financial Industry"
awards by The Service Quality Measurement Group, Inc

— Actively engaged with FinTech partners including
Envestnet, MoneyGuidePro and eMoney

— Adjusted operating profit up 20 per cent to $3,070 million
and new business profit down 28 per cent to $883 million

28 Prudential plc Annual Report 2019 prudentialplc.com


http://prudentialplc.com

The USis the world's largest retirement
savings market with approximately

four million Americans reaching retirement
age every year. This transition continues to
trigger the unprecedented shift of trillions
of dollars from savings accumulation to
retirement income generation.

However, these Americans face challenges
in planning for life after work. For those
nearing the end of their working careers,
afinancially secure retirementiis at risk,
due to insufficient accumulation of savings
and the current combination of low yields
and market volatility. Employer-based
pensions are being withdrawn, and state
and government plans are underfunded
as the impact of increased administrative
costs and lower interest rates continue to
reduce the affordability of the post-war
pensions model. Social security was

never intended to be a primary retirement
solution and today its long-term funding
status is in question.
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Additionally, the life expectancy of an
average retiree has significantly increased,
lengthening the number of years for which
retirement funding is needed.

To overcome these challenges, Americans
need and demand retirement strategies
that offer them the opportunity to grow
and protect the value of their existing
assets, as well as the ability to provide
guaranteed income that will last
throughout their extended lifetimes.
Achieving this will reduce the gap many
retirees face between income needed
during retirement and the income they
can generate from their retirement assets
and social security. Reducing this gap is a
public benefit as it helps reduce strain on
supplemental government programmes
forthose in need.

Jackson believes that a retirement plan
integrated with an income guarantee
annuity will mitigate much of the risk of
retirees running out of money during
retirement. In response to this demand and
the ongoing shift to fee-based solutions,
Jackson has positioned itself with product
innovation and distribution strategies to
provide a wide spectrum of choice when
selecting the retirement product that best
fits customer needs. This will allow Jackson
to enhance further our market-leading
variable annuity position in the brokerage
market, diversify in the fixed annuity and
fixed index annuity space and grow in the
advisory retirement solutions market.
Jackson has demonstrated its ability to
diversify during the year, growing the
proportion of APE sales accounted for

by fixed annuity, fixed index annuity

and wholesale business to 34 per cent,
from 19 per cent in the prior year.
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OUR BUSINESSES
CONTINUED

Customers and products

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

Variable annuity A Jackson variable
annuity, with investment freedom,
represents an attractive option for retirees
and soon-to-be-retirees, providing both
access to equity market appreciation

and guaranteed lifetime income asan
add-on benefit.

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

upon the performance of the linked index.
Jackson also provides access to guaranteed
lifetime income as an add-on benefit.

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

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

Jackson has a proven track record in this
market with its market-leading flagship
product, Perspective II'. Jackson's success
has been built on its quick-to-market
product innovation, as demonstrated by
the development and launch of Elite Access,
our investment-only variable annuity.
Further demonstrating Jackson's flexibility
and manufacturing capabilities, and in
response to the trend in financial services
toward fee-based solutions, Jackson has
launched Perspective Advisory II, Elite
Access Advisory Il and the innovative
MarketProtector Advisory, the industry's
first fully-liquid advisory fixed index
annuity, to serve advisers and distributors
with a preference for advisory products.

30 Prudential plc Annual Report 2019

InJune 2019, Jackson launched
RateProtector, a single premium, multi-year
guarantee fixed annuity. RateProtector
offers consumers the opportunity to
protect and grow their assets through
guaranteed interest rates that will not
fluctuate during a select period, combined
with the ability to defer taxes on any
earnings until money is withdrawn.

Market reception for these products has
been positive and these have contributed
to the delivery of the organic diversification
of Jackson sales in 2019, with new business
APE sales up 8 per cent to $2,223 million
(2018: $2,059 miillion). The planned
transition to a more balanced portfolio has
resulted in higher investment in new
business in 2019 which over time is
expected to enhance statutory capital and
cash generation.

Jackson operates within a well-defined
risk framework and takes into account the
expected cost of hedging when pricing

its products. It aggregates financial risks
across the company, obtains a unified view
of its risk positions, and actively manages
net risks through a hedging programme
which aims to manage economic risk. Some
accounting volatility is expected in periods
of large market movements as was seen in
2019, given the economic focus described
above, and this has impacted IFRS
profitability in the year, as further
discussed in the Group Chief Financial
Officer and Chief Operating Officer's
report. However, the benefits of Jackson's
hedging programme have been
demonstrated in times of equity market
decline, for example during the fourth
quarter of 2018 and during the recent
market turbulence. Atthe end of 2019
Jackson's surplus of available capital over
required capital was $3,795 million after
adopting the NAIC's changes to its
framework for variable annuities. This
equates to aratio of 366 per cent (2018:
458 per cent using the previous NAIC
framework). Jackson continues to monitor
closely the recent changes in markets and
take the appropriate actions through its
dynamic hedging strategy. If these
conditions persist management could take
additional actions to assist in mitigating
the impact.

Distribution

Jackson distributes products in all

50 states of the US and in the District

of Columbia. Operations in the state of
New York are conducted through a

New York subsidiary. Jackson markets
its retail products primarily through
advice-based distribution channels,
including independent agents,
independent broker-dealer firms, regional
broker-dealers, wirehouses and banks.
For variable annuity sales, Jackson is the
leader inthe independent broker-dealer,
bank and wirehouse channels? and third
in regional firms?.

Jackson's distribution strength also sets

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

In 2019, Jackson invested significant

time and resources with fintech partners
to help illustrate the benefits a lifetime
income solution can provide within a
comprehensive wealth management plan.
This gives the financial adviser the
necessary tools to customise according

to the unique needs and goals of the client.
Additionally, investment freedom within
VA investment options allows the adviser
to build a diversified portfolio that is
customised to meet their clients' individual
priorities and preferences, rather than
locking them into restrictive allocation
models. Some of the fintech platforms
where Jackson is actively engaged include
eMoney, MoneyGuidePro and Envestnet.
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In 2019, Jackson announced distribution
agreements with DPL Financial Partners
(DPL), TD Ameritrade and RetireOne to
provide our protected lifetime income
solutions to independent registered
investment advisers (RIAs). The
collaboration expands Jackson's
distribution footprint and provides Jackson
with access to new opportunities in the
independent RIA channel. In addition to
these new relationships, Jackson's
distribution partnership announced in late
2018 with State Farm is targeted to roll out
inthe first quarter of 2020. These new
partnerships show Jackson's determination
and progress on channel diversification.

Regulatory landscape

The regulatory outlook for the industry
has improved since the passing of the
Securities and Exchange Commission's
(SEC) Best Interest Regulation in June
2019. This replaced proposed legislation
known as the DOL Fiduciary Duty Rule.
The SEC's finalised rule creates a best
interest standard of conduct for broker-
dealers and is designed to be ‘product
agnostic' meaning thatitis not intended
to give preference to or target any specific
product. Instead, the rule enhances

the diligence required when advising
customers about suitable, albeit more
complex, products such as variable
annuities. The rule became effective 60
days after being published in the Federal
Register (12 July 2019) and includes a
transition period until 30 June 2020.

Despite lower interest rates, the life
insurance industry saw increased total
annuity sales as of the third quarter of
2019, primarily due to a clearer regulatory
environment and more aggressive

product feature changes (ie withdrawal
percentages) implemented by competitors.
Higher industry sales of fixed annuities
were offset slightly by lower variable
annuity sales.

Regardless of the outcome of the SEC best
interest standard, the regulatory disruption
caused by the now rescinded DOL Rules
has challenged the industry to review the
ways in which investment advice is provided
to American investors. Manufacturers will
need to have the ability to provide product
and system adaptations in order to support
the success of various distribution partners
intheir delivery of the retirement strategies
that investors need. Because of its strong
distribution, leadership in the annuities
market, best-in-class service and an
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efficient operation, we believe that Jackson
is well positioned to take advantage of this
opportunity.

In December 2019, the Setting Every
Community Up for Retirement
Enhancement Act (SECURE Act) was
passed into law, bringing positive changes
to the US retirement system. A significant
change includes the portability of lifetime
income products, permitting participants
to preserve their lifetime income
investments and avoid surrender charges
and fees. Another provision of the Act
clarifies the existing Employee Retirement
Income Security Act safe harbour and
removes ambiguity about the applicable
fiduciary standard that currently acts as a
roadblock to offering lifetime income
benefit options under a defined
contribution plan. Under this provision,
for purposes of fulfilling their fiduciary duty
to select an annuity provider, defined
contribution plan fiduciaries may rely on
representations from insurers regarding
their status under state insurance laws.
The enactment of these provisions, and
the SECURE Act as awhole, are important
steps in facilitating Americans' ability to
achieve financial freedom for life.

We believe that Jackson is well positioned
to manage the impact of these regulatory
changes and welcome the outcomes of the
revised regulations.

At 31 December 2019, Jackson early
adopted the new US regulatory regime
enacted by the National Association of
Insurance Commissioners in respect of
variable annuities. The effect of this change
is further discussed in the Group Chief
Financial Officer and Chief Operating
Officer's report on the 2019 financial
performance.

Corporate responsibility

As aprovider of savings and protection
products, stewardship is core to what we
do. We recognise that to help our customers
look to the future with confidence, we need
totake along-term view on a wide range

of issues that affect our business and the
communities in which we operate. To do
this, we maintain a proactive dialogue with
our stakeholders — customers, investors,
employees, communities, regulators

and governments —to ensure that we

are managing these issues sustainably

and delivering long-term value.

Jackson seeks to provide the best
retirement solutions that we can, while
striving to communicate information about
those products in a fair and transparent
way. Inthe US, Jackson continues to be
aleader in shifting perspectives and
simplifying the language around financial
products. In 2018, Jackson led the creation
of agroundbreaking, industry-wide
coalition seeking to help mitigate America's
looming retirement crises, the Alliance

for Lifetime Income. The Allianceis a
tremendous leap forward in Jackson's
ongoing commitment to educating
Americans about the importance of lifetime
income in retirement planning.

At Jackson, we take aninclusive approach
to responsible investment, seeking to
integrate environmental, social and
governance (ESG) considerations into

our investment processes and stewardship
activities through active ownership
practices and engagement with investee
companies. We also maintain the ability

to exclude entities from our internal
investment mandates, where their
practices, policies or procedures conflict
with our values, or where we see aneed to
explicitly recognise international consensus.

As along-term investor, Jackson considers
both financial and non-financial factors

in our investment processes, decision-
making and ownership practices that

may have a meaningful impact on our
customers' long-term investment
outcomes. Similarly, as active asset owners
of the capital we invest on behalf of our
customers, we believe that due
consideration of the various factors that
canimpactinvestment returns is part

of our fiduciary duty to our customers.

Jackson also takes pride in helping

the communities in which we operate,
providing significant employment,

tax revenues, charitable programmes and
contributions, as well as the investment
of general account assets, all of which
provide valuable public services and build
infrastructure for the benefit of the wider
community and economy.

Prudential plc Annual Report 2019 31

M3IAIRA0 dnon

)
v
=
=8
@

o,
o
=
@

o
s}
S
=4

95UBUISAOD)

1i0das uoieIBUNWI $101931I(

SjUBWSYE)S [eldURUI4

synsaisiseq (A33) anjeA pappaqu3 ueadoiny

uoIEWIOUI [BUOIHPPY


http://prudentialplc.com

OUR BUSINESSES
CONTINUED

Investment for growth

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

Jackson is making significant investments
in new technologies, which allows us to
provide better service that will give our
customers what they want, when they
want it. These new technologies will also
provide higher quality data so that our
executives and staff across the business
can make better informed decisions with
regard to risk, and with how and where
toinvest.

Notes

Jackson's competitive strengths are

even more critical as we work towards
diversification and growth, within a highly
competitive insurance industry. The
breadth and depth of our best-in-class
distribution team, our agility and success in
launching well designed customer-centric
products, the continued success of our

risk management and hedge programmes
through many economic cycles, and our
significant investment in technology
platforms and award-winning customer
service will provide Americans with the
retirement strategies they so desperately
need. Jackson's discipline helps enable us
to be positioned to potentially capture
additional growth during times of transition
into the future.

Michael Falcon
Chairman and

Chief Executive Officer
Jackson Holdings LLC

1 ©2020 Morningstar, Inc. All Rights Reserved. The information contained herein: (1) is 3 Independentresearch and Market Metrics, a Strategic Insight Business: U.S. Advisor Metrics

proprietary to Morningstar and/or its content providers; (2) is not warranted to be accurate,
complete, ortimely. Neither Morningstar nor its content providers are responsible for any
damages or losses arising from any use of this information. Past performance is no guarantee
of future results. Morningstar www. AnnuityIntel.com Total Sales by Contract 3Q YTD 2019.
Jackson's Perspective |l for base states ranks #1 out of 927 VA contracts with reported sales
to Morningstar's quarterly sales survey as of 3Q YTD 2019.

2 ©2020 Morningstar, Inc. All Rights Reserved. The information contained herein: (1) is
proprietary to Morningstar and/or its content providers; (2) is not warranted to be accurate,
complete, or timely. Neither Morningstar nor its content providers are responsible for any
damages or losses arising from any use of this information. Past performance is no guarantee
of future results. Morningstar www. AnnuityIntel.com Total sales by company and channel
3QYTD 2019.Jackson ranks #1 out of 25 companies in the Independent NASD channel,

#1 out of 19 companiesinthe Bank channel, #1 out of 15 companies in the Wirehouse channel,

and #3 out of 19 companies in the Regional Firms channel.
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2019, as of 30 September 2019

LIMRA/Secure Retirement Institute, US Individual Annuity Participants Report 3Q YTD 2019.
2018 annual estimate. Annual estimates of the residential population by single year of age and
sex for the United States: 1 April 2010to 1July 2018. U.S. Census Bureau, Population Division.
2020 Morningstar, Inc. All Rights Reserved. The information contained herein: (1) is
proprietary to Morningstar and/or its content providers; (2) is not warranted to be accurate,
complete, ortimely. Neither Morningstar nor its content providers are responsible for any
damages or losses arising from any use of this information. Past performance is no guarantee
of future results. Morningstar www. AnnuityIntel.com. Total Sales by Company & by Contract
3QYTD 2019. Jacksonranks #1 out of 677 VA contracts with reported sales in the
Independent Channelin3Q YTD 2019.

WealthManagement.com, FUSE research

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

Customers

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

Products

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

has earned and continues to earn trust from its

key stakeholders.

Distribution

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

Investment for growth

Jackson continues to invest in technology and innovative
products to adapt efficiently and effectively to what

our customers and regulatory environment require.
Jackson launched an advisory version of our flagship
product Perspective Il, our innovative Elite Access
product and our fixed index MarketProtector product

to allow for penetration into untapped distribution.

Corporate responsibility

Jackson is committed to be aresponsible partner
with customers, employees, shareholders and
the community.

prudentialplc.com

Creating value and
benefiting our stakeholders

Average of 10,000 Americans retire per day®
Assisting four milliOn customers

with their financial needs

#2 seller of individual annuities in the US*
Perspective Il isthe # 1 selling variable annuity contract’

# 1 selling variable annuity contractin the independent
channel since 2003°¢

Largest

annuity wholesale distribution force in the US?

New partnerships with State Farm, Morgan Stanley,
DPL financial partners, TD Ameritrade and RetireOne,
adding significant distribution access

Ranked #2 overall in terms of Top Firms
for Quality of Wholesalers’

Actively engaging with fintech partners Envestnet, eMoney
and MoneyGuidePro

L0)
Approximately 24 /() of Jackson's 2019 advisory annuity

sales from new advisers®

Jackson Charitable Foundation reached more than

1 075m students through partnership with Discovery

Education, Junior Achievement USA and Ramsey Education,
advancing financial education across the United States

1 9 840 associates
volunteered 48 ,OOO+ hoursin 2019

Through sponsorships, grants, matching gifts and volunteer

support, Jackson provided $6 .7m to charitable

causes across the country
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