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This document may contain ‘forward-looking statements’ with respect to certain of Prudential's plans and its goals and expectations relating to its future financial 

condition, performance, results, strategy and objectives. Statements that are not historical facts, including statements about Prudential’s beliefs and expectations 

and including, without limitation, statements containing the words ‘may’, ‘will’, ‘should’, ‘continue’, ‘aims’, ‘estimates’, ‘projects’, ‘believes’, ‘intends’, ‘expects’, 

‘plans’, ‘seeks’ and ‘anticipates’, and words of similar meaning, are forward-looking statements. These statements are based on plans, estimates and projections 

as at the time they are made, and therefore undue reliance should not be placed on them. By their nature, all forward-looking statements involve risk and 

uncertainty. A number of important factors could cause Prudential's actual future financial condition or performance or other indicated results to differ materially 

from those indicated in any forward-looking statement. Such factors include, but are not limited to, future market conditions, including fluctuations in interest rates 

and exchange rates, the potential for a sustained low-interest rate environment, and the performance of financial markets generally; the policies and actions of 

regulatory authorities, including, for example, new government initiatives; the political, legal and economic effects of the UK’s decision to leave the European 

Union; the impact of continuing designation as a Global Systemically Important Insurer or ‘G-SII’; the impact of competition, economic uncertainty, inflation and 

deflation; the effect on Prudential’s business and results from, in particular, mortality and morbidity trends, lapse rates and policy renewal rates; the timing, impact 

and other uncertainties of future acquisitions or combinations within relevant industries; the impact of internal projects and other strategic actions failing to meet 

their objectives; the impact of changes in capital, solvency standards, accounting standards or relevant regulatory frameworks, and tax and other legislation and 

regulations in the jurisdictions in which Prudential and its affiliates operate; and the impact of legal and regulatory actions, investigations and disputes. These and 

other important factors may, for example, result in changes to assumptions used for determining results of operations or re-estimations of reserves for future 

policy benefits. Further discussion of these and other important factors that could cause Prudential's actual future financial condition or performance or other 

indicated results to differ, possibly materially, from those anticipated in Prudential's forward-looking statements can be found under the 'Risk factors' heading in 

Prudential’s 2017 half year report and the ‘Risk factors’ heading of Prudential’s 2017 half year report filed on Form 6-K filed with the US Securities and Exchange 

Commission and which are available on its website at www.prudential.co.uk  

Any forward-looking statements contained in this document speak only as of the date on which they are made. Prudential expressly disclaims any obligation to 

update any of the forward-looking statements contained in this document or any other forward-looking statements it may make, whether as a result of future 

events, new information or otherwise except as required pursuant to the UK Prospectus Rules, the UK Listing Rules, the UK Disclosure and Transparency Rules, 

the Hong Kong Listing Rules, the SGX-ST listing rules or other applicable laws and regulations.
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American Retirement Challenges
Need for guaranteed income continues to grow

Retirees need guaranteed lifetime 

income…but due to under saving, many 

also need to grow their assets as well 

Our industry is uniquely positioned to 

provide this value proposition

Despite a growing number of Americans 

reaching retirement age, variable 

annuity sales have been declining.  This 

is due in part to misperceptions about 

the product.

This decline was exacerbated by the 

DOL rule proposal announced in 2015 

Initial DOL Rule 

Proposal 

Announcement

April 2015

1Source:  U.S. Census Bureau, Population Division. 2014 estimate of population. 

2Source:  LIMRA/Secure Retirement Institute
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Department of Labor (DOL) Rule Implementation Timing

April 10, 2017 January 1, 2018

Full Applicability 

Date (currently)

Original 

Applicability Date

DOL Update
Regulation has accelerated an industry evolution

July 19, 2019

End of 2017 and we are awaiting confirmation of a delay of the DOL Fiduciary Rule 

Expected Revised 

Applicability Date 

March 2, 2017

Proposed Delay 

and Review of 

Fiduciary Rule 

February 3, 2017

President’s 

Memorandum

2017 2018 2019

April 2, 2017

60 day Delay 

Published –

extending 

applicability date 

to June 9 with 

certain conditions 

delayed until 

Jan 1 2018

June 9, 2017

Revised Partial 

Applicability Date 

– firms must 

comply with the 

Impartial Conduct 

Standards
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Annuities have historically been 

almost exclusively sold in the 

brokerage channel

Brokerage channel will continue to 

be a key distribution element for 

many years in the future

However, the main growth potential 

comes from the advisory channel

Expanding into the advisory 

channel significantly increases 

the potential market for annuities

Evolution of Industry
Expansion of the distribution landscape

1Source:  PriceMetrix/McKinsey.  Fee % is asset based fees only, Commission includes all other revenue.

Wealth Management Revenue1
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Scaling the Opportunity for our Industry, and for Jackson
More than $16 trillion in assets across existing channels

Source: Cerulli Associates, The State of US Retail and Institutional Asset Management 2016

Bubbles represent 5-year growth CAGR as of December 31, 2015 6
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Long-term success in the advisory world will require more than just developing desirable products, it will 

require investment in several different areas over multiple timeframes

Product 
Launches

Changing 
the 

Narrative 

New Selling 
Agreements

Technology 
Integration 

Material 
Position in 
Advisory 
Markets

Evolution of Industry
Capabilities to succeed in the advisory market

Near-Term Mid-Term Long-Term

✓ Jackson has 

launched multiple 

fee based products

✓ VA with optional 

guarantees

✓ Investment Only VA

✓ As of September 

30, 2017, about one 

third of our fee 

based sales were 

from new advisors1

✓ Regulators

✓ Politicians

✓ Advisors

✓ Consumers

✓ Jackson has signed 

91 selling 

agreements for 

advisory VAs as of 

October 2017

✓ Piping

✓ Platforms

✓ Tools

1New advisors defined as producers who have not sold Jackson product since 2014
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Approach to the Market

Jackson Value Proposition

Health of the In Force Business

The Jackson Difference
What makes us unique?
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The Jackson Difference
Variable Annuity Industry History

S&P 500 10-year Treasury Rate
Quarterly Variable Annuity Sales 

($bn)

9



2017 INVESTOR 
CONFERENCE

The Jackson Difference
Cumulative Net Variable Annuity Flows

Jackson Cumulative Net Flows Industry Cumulative Net Flows (Ex-Jackson)

Jackson’s variable annuity book has a much more favorable flow pattern than the industry

Source:  Jackson VA gross sales less surrenders and benefits.  Industry is sourced from MARC, with Jackson’s net flows removed.

$bn $bn
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The Jackson Difference
Investment freedom key to VA value proposition

Annuity Value Proposition (Pre-Crisis) Annuity Value Proposition (Current)
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The Jackson Difference
Equity allocation below pricing assumption

In-Force Allocation of Accumulation Values ✓ No material differences between policies 

with and without guarantees

✓ Policyholders’ risk tolerance objectives are 

aligned with Jackson’s

✓ Jackson’s policyholder allocations 

represent less equity exposure than that 

assumed in pricing

✓ Equity allocation changes tend to be 

mostly driven by market movements

✓ Since 2004, equity allocation has been 

below the current pricing assumption 

of 84%

✓ Jackson hedges to actual asset allocation
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The Jackson Difference
Jackson’s In-Force Performance is Very Strong

✓ Pre-March 2007 block still solidly 

profitable due to hedge program

✓ No extraordinary write-offs, write-

downs, goodwill impairments or 

charges taken against VA

✓ Post March 2007 block significantly 

larger as Jackson gained market 

share throughout the crisis

✓ Inherent profitability of newer block 

is even stronger as it was written at 

much lower market levels

In-Force VA Cohort Analysis

113K

104%

Policy

Count

Moneyness

Pre 3/31/07 Post 3/31/07 Post 3/31/07

Overall, 1.02M in-force DB policies at 9/30/2017 

with AV / GMDB of 115% (deep OTM)

Overall, 831K in-force WB policies at 9/30/2017 

with AV / GWB of 97% (ITM)

Pre 3/31/07

GMDB GMWB

Policy

Count

Moneyness Policy

Count

Moneyness Policy

Count

Moneyness

910K 116%

41K

789K 97%
103%
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The Jackson Difference
Assumption Review Update

• Magnitude of changes in underlying assumptions are modest

• Assumption trends for VA

– Lower lapses, due to lack of attractive alternatives

– Slight increase in VA longevity

– Slight overall increase in GMWB efficiency 

• Impacts

– Utilization was a modest negative impact to all reporting metrics

– Mortality impacts differed across business lines

– Generally increased persistency driven by VA

Persistency Impact by Reporting Metric

IFRS EEV Statutory

Modestly Negative Positive Slightly negative
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• Includes guarantee fees only

• Uses prudent best estimate assumptions (AG43, C3P2)

• 5% gross return is well below historical average market return 

• Ignores guarantee fees collected to date as well as reserves

• PV of future GMWB fees exceeds PV of benefits over a wide 

range of market shocks

• Negative cash flow is far into future even in bad scenarios

• No material strain on liquidity in any given year

$millions

Base, 5% Gross Return

PV Future Guarantee Fees 11,335
PV Benefits (2,265)

PV Fees Less Benefits            9,070

Guarantee Fees

Benefits

$millions

Year

-100 bps Rate Shock

PV Future Guarantee Fees 12,099
PV Benefits (2,973)

PV Fees Less Benefits             9,126

Base, 5% Gross ReturnGuarantee Fees

Benefits

$millions

Year

Down 40% S&P Shock (S&P = 1,512)

PV Future Guarantee Fees 12,688
PV Benefits (13,843)

PV Fees Less Benefits          (1,155)

Base, 5% Gross ReturnGuarantee Fees

Benefits

As of September 30, 2017

Year

S&P @ 9/30 = 2,519

The Jackson Difference
Standalone economic profile of guarantees remains very strong
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The Jackson Difference
RBC & Cash Remittance History

RBC & Cash Remittances (~$4.3 billion total over period)
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The Jackson Difference
Superior Operating ROE

✓ Jackson continues to return well above 

the cost of capital as well as significantly 

above industry ROEs

✓ Well hedged VA book coming into 2008 

crisis means that profitability of back

book is intact

✓ Post crisis pricing environment has been 

favorable for VA writers and this is the 

period in which over 3/4 of Jackson’s

in-force VA was sold

✓ Applying AA level leverage to Jackson’s 

balance sheet (defined as 20% debt / 

capital) makes the comparison to 

industry metrics more meaningful and 

boosts already attractive ROEs

Source: Bloomberg and SNL Financial. 

Jackson ROE is based on after-tax IFRS operating income and average equity excluding AOCI

Peer ROEs are U.S. GAAP and are calculated using adjusted operating EPS and average equity excluding AOCI

Peer group includes Ameriprise, MetLife, Lincoln National, Prudential Financial, and Principal
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Peer Average Jackson Jackson with AA Leverage
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Americans need guaranteed income more than ever

DOL has accelerated an industry evolution 

This evolution extends across both distribution and products

Investment freedom is key to the variable annuity value proposition 

Product design matters

Jackson’s discipline continues to deliver excellent outcomes for 

policyholders and shareholders

Summary
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