1999 Results




The Year's Highlights PRLDENTIAL S 1

Maintaining the momentum

* New UK business model

+ Acquisition of M&G

» Strong result from Jackson National Life
* Expansion of Asian cperations

+ Development of egg;|

* Management succession

» Progress in developing the new UK business model.

» Successfully acquired and integrated M&G.

» Excellent results at Jackson National Life.

« Significant progress in expanding our Asian operations.

« Continue to capitalise on the first mover advantage with egg:|.
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Total New Business In-Flows PREDENTIAL

New funds of £18.6bn in 1999

Insurance Sales up 48% at
Products ol £11.4bn
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e Record in-flow of over £18 billion of new funds.

e Sales of long term insurance products up by almost 50% to £11.4 billion.
= Sales of investment product sales up over five times to £1.2 billion.

* Net banking in-flows of almost £6 billion.



Statutory Operating Profit HI,E)EI*-JTB&L’}E-’
Underlying operating profit from continuing

operations up 6%
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e Underlying operating profit up 6%, before investment in egg:| and
UK re-engineering costs.
e Operating profit, before the amortisation of goodwill, was £776 million.



Statutory Operating Profit FFE,EE*-.ITE&L",‘{EE!’

Growth in underlying operating profit

UK USA Asia & Other Total
Long Term ‘General Asset Europe
£m Insurance Insurance Mgt
1298 404 39 28 411 17 38 937
195_9 454 E‘I a8r 451 21 {?’_E_] _QEE
+/-{%) 12% 6% 10%  24%

* 12% growth from UK long term insurance businesses to £454 million.

* 56% growth from UK general insurance operations to £61 million.

e US business has grown by 10% to £451 million, Asia and Europe grown
by 24% to £21 million.



Statutory Operating Profit FFE,EE*-.ITE&L",‘{EE!’

UK USA Asia & Other Toial
Long Term General Asset Europe
£m Insurance Insurance Mgt
1998 404 39 28 411 17 38 937
Change in annua| bonus (22)
rates
Change in maturities 42
Growth in funds 35
Other (9)
1899 454 61 875 491 21 (78] B9%6
+/-{%) 12% 6% 10%  24%

* 12% increase to £454 million.

e Reduction in annual bonus rates has impacted profits by £22 million.

» Exceptional level of maturities in 1999 increased profits by £42 million.

e Growth in funds under management contributed an additional £35 million of profits.



Statutory Operating Profit PRLDENTIAL™

Strong profit growth from general insurance

UK UsSA Aszia & Other Total
Long Term General Asset Europe
£m Insurance Insurance| Mgt
1998 404 g8 25 411 38 937
| mproved claims ratic 12
Improved expense ratio T
Cther
1999 454 61 87 451 21 (78) 996
ST 12:;,;—55!‘-.3. i 1|j.:_.r:, 24% ANy W

» General insurance profits up 56% to £61 million.
e £12 million is due to improved claims ratio.
« £7 million is due to improved expense ratio.



Statutory Operating Profit F!:E,EE'-JTE&L".‘.,-":E;

Asset management profit trebled

UK USA Asia & Other Total

Long Term General Asset Europe

£m Insurance Insurance Mgt

1998 404 39 258 411 17 38 937
Acqaulsition of MAG 56

Lrowth In funds g

Increased life fund fees 14

Increased expenses (15)

Other (3)

1899 454 61 8r 451 21 {(78) o986
+I-(%h) 12% 26% 10%  24%

* Asset management result has more than trebled to £87 million.
e Increase primarily reflects eight months contribution from M&G of £56 million,
ahead of acquisition assumptions.
e Within PPM, growth in funds under management has contributed a further £9 million.
e A revision to the life fund fee basis has generated £14 million of additional profit.



Statutory Operating Profit FFE,EE*-.ITE&L",‘{EE!’

10% growth from US operations

UK USA Asia & Other Toial
Long Term ‘General Asset Europe
£m Insurance Insurance Mgt
1998 404 39 28 B 17 38 937
Spread 27
EXchange rate 9
Average realised gains &
Variable annuity fees 11
Other {13)
1899 454 61 87 451 21 {(78) o986
+I-(%h) 12% 26% 10% 24%

= Profit from our US operations increased 10% to £451 million.

e £27 million due to increased spread income.

» Exchange rate and realised gains have been beneficial.

» Strong sales of variable annuities and the rise in investment markets boosted
fee income by £11 million.



Statutory Operating Profit F!:E,EE'-JTE&L".‘.,-":E;

Impact of M&G acquisition

UK USA Asia & Other Toial
Long Term ‘General Asset Europe

£m Insurance Insurance Mgt
1998 404 39 28 411 17 e S37
Acguisition of MAG (75)
Lower interast rates (15)
egg:| funding {16}
Other {10}
1899 454 61 g8rf 451 21 ﬂ 986
+I-(%h) 12% 26% 10%  24%

e Movement from cash to debt explains shift from £38 million of income
to £78 million of cost.

e Increased funding from the M & G acquisition amounted to £75 million.

e Lower interest rates and the cost of increased funding for egg:|.



Continued investment in egg:|

* |lnvestment in 1998 of £150m represents:
— demand for additional capacity
— investment in egq:| card launch
— development of future products
— continued investment in systems

egq:| PRLDENTIAL S 1

» Estimate that investment for 2000 will be similar to
1999 levels

« Significant continued investment during first full year of operation.

 Increase reflects success of the venture and demand for additional capacity.

e Increased investment in egg:| card launch, development of future products
and investment in systems.

« £39 million relates to the negative spread on egqg:| deposit rates in excess of base rates.
e The investment for 2000 will be similar to 1999 levels.
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Statutory Profit Before Tax PRLDENTIALT ¢

Dividend growth of 10%

1993 1998

£m £m o

Operating profit from continuing operations fr6 B60 -10
Discontinued operations - 8

OUperating profit before amortisation of goodwill frB BE8 =11
Frofit on business disposals - 249
Amartisation of goodwill (94) -
Short-term fluctuations in investment returns 28 24

Frofit before tax 750 1,141 =54
| Effective rate of tax on operating profit 27 % 25%

| Operating earnings per share (p) 29.1p 33.7p -14

Dividend per share 23p 21p +10

 Amortisation charge of £54 million includes £51 million related to the eight
months ownership of M&G.

» Profit on business disposal in 1998 related to Australia and New Zealand.

» Effective tax rate was 27% compared with unusually low rate of 25% in 1998.

e Operating EPS has reduced by 14% to 29.1p.

 Final dividend of 15.3p results in 23p for the year - an increase of 10% on 1998.
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Pensions Mis-selling Provision PREDENTIALY: f

Total increase of £0.7bn

* Market estimates industry cost in excess of £15bn
* |ncrease in provision from £1.1bn to £1.7bn

» Total cost of £2bn

* |ncrease reflects
— accelerated timescale of dealing with Phase |
— additional Phase |l cases
— revised economic and redress assumptions

» Shareholder portion within achieved profit result
of £92m

» Market estimates for the industry cost of pensions mis-selling are now in excess
of £15 billion.

 Increased provision to £1.7 billion.

 Incurred costs and paid settlements have increased to £0.3 billion.

e Actual costs and provision together have increased to an estimated £2.0 billion.



Achieved Basis Operating Profit HI,E)EI*-JTB&L"}":E-'

Underlying operating profit from continuing

operations up 21%
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e Underlying achieved profits, after the cost of mis-selling, increased 21% to £1.3 billion.
e After investment in egg:| and UK re-engineering costs, operating profit
from continuing operations is up 9% to £1.1 billion.



Achieved Basis New Business Profits FH,EE'-.ITERL",'{‘{E;'

——————— §-
1988 1498 Value added by business
£m £m 4 TED 1 1 7Ea
Retail IF& 174 114 +53 ,,E il 148 E
PRFS and Annuities 104 iT +35 % I%
Group Pensions 28 20 +30 E i o E
Total UK Operations 304 211 +44 - g wnn 4 60 E
Jackson National Life 198 137  +45 3 :
Prudential Asia g0 56 +61 gl "
Prudertial Europe 11 f +27 o ;
Tc.JI!'dIm - 603 11-11.!: +£LE e o e
LUK and Europe Bl ML
L R Hew BUZIREEE
¥

= Value added from new business up 46% to £603 million.

e UK new business profits up 44% to £304 million.

» Profits from Retail IFA up 53% reflecting growth in sales and revised assessment
of the Prudence Bond persistency.

» Profits from Prudential Retail Financial Services up 35% and profits from
Group Pensions up 30%: both increases reflect maintained margins in 1999.

» Profits from Jackson up 45% reflecting significant growth in variable annuity
and equity linked indexed products.

< Asia new business profits up 61% to £90 million.



Achieved Basis In-Force Result H{M“ﬁ_f

In-force result 13% ahead of prior year

UK & Europe JNL Asia Total

£m £m £m £m

Unwind of discount 390 227 43 660
Jackson spread - 32 - 32
Persistency 43 {38) 5
Other {8) 13 {8) (3)
Average realised gains - 37 - 37
Asia development costs B : (12) (12)
.Tﬂtﬂl bcfnn:l miﬂ—'.-.:rzlling 425 2M | 2-3 "?;"IEI
FPensions mis-selling (92) - - (&)
Total in-force result 333 271 23 627

» Total in-force result from long term business is £627 million.
e UK and European result favourably impacted by a positive persistency
variance of £43 million.
« Jackson National Life positive spread variance reflects actual experience ahead
of spread assumption. This is due to continued adverse economic conditions.
» The Jackson negative persistency reflects continued attraction of equity based products.



Group Funds Flow

Continued investment across the group

Group operating profit after tax
Lividends declared
Reinvested In businesses to finance growth

Funds available to holding company

Mew investment in businesses

Capital repatriated from businesses

Holding company net cash mevement

1999
£bn

0.6
(0.5)
(0.3)
(0.2)

(2.3)
0.3

(2.2)

e Group operating profit after tax is £0.6 billion.

e Outflows from dividends total £0.5 billion.

e Funds reinvested in businesses of £0.3 billion relates to Jackson.

* New investment of £2.3 billion includes regulatory capital for egg:| and
acquisition of M&G.

e Net result is a cash outflow of £2.2 billion.



Financial Strength FH,EE'-.ITERL",‘{EH

More efficient balance sheet structure

1899 1898
31 Dec 31 Dec
£bn £bn
Holding company cash 0.1 1.8
Shareholders’ borrowings (1.9) {1.4)
Net (borrewingshcash (1.8) 0.4
ahareholders’ funds
- achieved basis 8.3 7.5
- statutory basis 3.4 3.2
Gearing
- achieved basis 17 %

e The acquisition of M&G has moved the Group's balance sheet to a more appropriate

level of gearing.
» Total shareholder funds on an achieved profits basis are £8.3 billion with balance

sheet gearing of 17%.



Value Added

T
PRLDENTIAL

Strong return on shareholders’ funds

Return an shareholders' funds

19598 1998
UK operations
- before mizs-selling costs  12%  11%
- total returns 17 % 10%

Jackson National Life 14% 16%

PC Asia® 18% 18%

* Established operati ons net of
development costs

[ 4
Value added to shareholders’ funds
UK {
JHL |
Asia |
i :
Em-ll'."." Q Qi I b JRT 100 j={r1n LR

= Expected return
W alue added
EFeneions miz-zelling

e The UK return before the increased provision for pension mis-selling is 12%.
« Jackson’s return of 14% on an embedded value basis is down on the prior year’s return
which benefited from a lower than usual tax charge.

< Asia has delivered a strong return of 18%.




Forces for Change Flli.‘lENTBﬂL"}’EE_r

Market pressures will intensify the pace of change

Slow
Industry
Reaction

Government
Attitudes

Customer
Attitudes

F

v Y -

New Entrants

Econaomies of Scale

Technology

* 1999 has been a very good year for Prudential, and an exciting time for the industry.

e Customers are now more demanding — they want value and much simpler products,
transparency and performance.

« Government is keen for customers to get the products they want.

e The traditional industry has been slow to respond to these mounting pressures.

» The pressure for value puts pressure on costs — both in absolute terms and
through economies of scale.

* An increasing use of technology.



egq:| - Strategic Rationale for IPO H:H:Eﬂm]_“__

« Realise full potential

« Provide acquisition
currency

+ |ncentivisation

« Maximising value for
Prudential shareholders

e Pursue plan for initial public offering of a minority stake subject to progress
of the business and favourable market conditions.

e Places a value on the business.

» Gives egg:| an acquisition currency.

» Staff incentivisation.

e Maximises the value of investment for Prudential shareholders.



egq:| Internet Usage Flli.‘lENTBﬂL"}’EE_r

An e-commerce business

- i £ - v~ 1 -
Total eqg | customers Internet-only applications:
1 300 — Qdeposit account, .":".p.' 1859
— egq| card, Sept 1994

2 « e-account launched July
5 500 o 1899

;

[a]

LR + 62% of all deposit

transactions serviced
over the internet in January

o Jd L i | | L | |

« 90% of mortgage
applications received
via internet in January

July Aug Sept Qct Moy Dec 23

e egg:| currently has over 900,000 customers.

e egg:| customers want to purchase and service their financial products over the internet.
» Deposit account customers continue to migrate to the internet.

e The greater use our customers make of the internet, the lower the transaction costs.



egq:| Card Flli.‘lENTBﬂL"}’EE_r

Successful credit card launch

*1 - Internet only credit card
egg:| card ]
launched mid-September
v % cashback on online
o =
purchases from preferred
e retailers
o
=
= « Qver 250,000 accounts
to date
v « Credit card balances of
1 £348m
Bep [+ 1] | & T i
BMCreditcard accoe®mls

e Currently have over a quarter of a million account-holders, all of whom have applied
over the internet.
e Currently £348 million of credit card balances.



eqgq:| Products PRLDENTIAL S 1

A business designed for the web

Mutual fund supermarket
«  On-line share dealing
« Current account

= Mobile internet (WAP)

|I| . -i.E }iﬁt ’

e Financial services business designed for the web.

e The Shopping Zone is a major new initiative offering customers an on-line
shopping facility.

e Moved into intermediated products.

e Innovative products will be launched in 2000.



-
egq: Brand Awareness PREDENTIAL

Strong brand recognition

Strong brand awareness

A web business

e @ = Capitalising on first mover
[ 3 advantage

 Built a brand with real resonance.
e egQg:| designed as a web business:
- in attitude to customers;
- in nature of products;
- In its economic model;
- built to cope with future technologies.



Prudential Retail Financial Services PRLDENTIAL S 1

o but continued growth in sales
i

il -
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1 358 2000

B Prude ntial M artgages

0 Headcount Winvestmenl
Winsurance

 In the last three years a completely new business model has been built.

e Overall headcount has been halved. Announced a reduction in headcount of
5,000 in 1999.

e Salesmen numbers are now 1,900 compared with some 6,000 just three years ago.

» Productivity has risen over the last 12 months by almost 40%.



IFA Channels PRLDENTIAL S 1

Successful sales growth through IFA channels

+ Total growth of 76%

B0 00

_— + Growth in annuities boosted

by £1bn bulk annuity sales
] + 22% increase in Group Pensions
- + MEA&G sales of £375m through
o IFA channel
R « 36% growth by Retail IFA

1988 1959

otal sales Em

HMEG |IFA only]
Biroup Pensions

W Prudential Annuities
N Redail IFA

» Outstanding sales growth of 76% from IFA businesses.

e Prudential Annuities successfully entered the bulk annuity market during 1999.

« Since acquisition, M&G has seen a very strong increase in new business.

e Strong growth in pooled pensions products contributed to the 22% increase in
Group Pensions sales.

 Retail IFA sales up 36% due to the strong performance of Prudence Bond.



Retail IFA PRLDENTIAL S 1

Differentiate through value added servicing
and technolog
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« Technology integral to Scottish Amicable’s IFA proposition.
» Scottish Amicable launched an extranet service to IFA’s.
» Service will enable IFA’s to access on-line services and information.



Fund Management m"}’ﬁ_r

Clear focus on core strengths

Institutional
Equity Fund
Management

Overseas Asset UK Asset
Management Management

PPM/N&G PPM Prudential M&G

Institutional PP Asia Asset Management
Equity Fund America [Einp?-:", Unit Trusts, Fixed Incame,
Management Hong Kong, Pocled Pensions and Life Funds

JADEN)

I.-_ L —
f ' [
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Re-aligned with local
operations

Concenirate on core

Disposal
sfrengths

e Fund management core part of the business.

e Fundamentally overhauled our operations in 1999 following M&G acquisition.

e Focus on areas of fund management where we have unique strengths.

e Currently in negotiations to sell our UK institutional equity fund management arm.
» Aligned overseas fund management operations with our overseas operations.



M&G Group

+ Market growth ahead of
acquisition assumptions

+ Strong sales performance

* IFA momentum and
support continuing

otal sales

+ 5% share of ISA market

+ Product innovation

e Strong sales growth in 1999.

e Secured a 5% share of the unit trust ISA market.

* Innovative new product launches.

12 months sales up 454%
Z0o0
o0
]
B0
4G
200
0

098 1999
E Maonths N2 Months




Investment Performance PRLDENTIAL™ ¢

Improving fund performance

M&G Group
« Continued diversification away from pure 'value' investing

* |ncreased presence in bond funds
* Launch of innovative new funds

« Smaller top performing equity growth funds in the portfolio

PPM

« Competitor outperformance by UK life fund

 M&G continues to diversify product range.

« Offers a range of investment styles across different markets.

» Developed strong reputation for fixed income management.

e High Yield Corporate Bond Fund has been particularly successful in 1999.
» UK Life Fund outperformed competitor benchmark in 1999.



Prudential Europe PRLDENTIAL S 1

A strategy for Europe

* Build retail presence through strategic alliances
and broker distribution

— strategic alliance with CNP
— Joint venture with Signal lduna

* |Launch first new products in 2000

 Announced the formation of Prudential Europe in November.
e Strategy built around a partnership approach in addition to existing
European operations.

e Already announced strategic alliances with CNP in France and Signal Iduna in Germany.
e Focus on distributing equity-based savings products.



Jackson National Life PRUDENTIAL ¢

Variable annuities more than doubled in 1999

Singke Premiums by Product * Vanable annuities
i more than doubled
p— + NMNo.1 provider of equity
linked indexed annuities
| 4.2
- I H
1936 10 G37  198E2 1949
HFixed BAnnuities WYariable Ennuiies
WELI: M Wholesale Produ ats

» Record $8 billion of total new and renewal premiums in 1999.
e Doubled variable annuity sales.

» Jackson 23rd in market for variable annuity sales in 1999.

e Largest US provider of equity linked indexed annuities.



Jackson National Life PRLDENTIAL S 1

Internet enhances customer service
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= Internet used to enhance customer service.

« Policyholders can access product information, value their portfolio
and download forms and prospectuses.

* New services in 2000 include on-line transactions, customised illustrations
and presentations - services previously available only on interactive CD-ROM’s.

« Distribution channels are supported through use of the internet, both in Jackson
and through NPC.

* NPC is amongst the fastest growing players in the US market.



Prudential Asia PRLDENTIAL S 1

A pan-Asian platform for growth

Established markets Mew markets

Hong Kong China
Singapore Taiwan
Malaysia Vietnam
Fund
Management
Emerging markets
Thailand India
Indonesia Hong Kong
Philippines Singapore
L
Japan

 Fundamentally changed the scale and scope of our operations in the region.

» Received a life licence in China and formed a joint venture with the China International
Trust & Investment Corporation.

e We will launch in Guangzhou during 2000.

» Obtained a life licence in Vietnam.

= Joint venture with Bank of China in Hong Kong.

e Acquired Chinfon Life in Taiwan.



Prudential Asia PREDENTIAL 73/

New operations

“

. CJPEFI fortwo | [ s SLJCI:EESfu[ Y« Over US$1bn
months acquisition funds under

+ 4 000 new + Highest sales management
customers contributor in « Over 68,000

« Average January Investors
premium size = (Growing » [echnology
close to agency base, fund attracted
average GDP now 3,500 US3125min

| per capita | | four weeks

 Significant progress in new operations.

e First UK company to be granted a life licence in Vietnam.

e Acquired Chinfon Life in Taiwan.

e January sales in Taiwan were largest in Asian operations.

e Expanded our product range with our asset management joint venture in India.



Accelerating Change across the Group HI,[)EI*-J'I'B&L"}":E-'

Clear long term objective to deliver shareholder
value

Maximising value from existing
businesses

Delivering
Shareholder Value

e Maximise value from our existing business while investing in new operations.
e Use technology to improve access, service and reduce costs.

e Restructured our UK operations for the changing market.

e Multi-channel, multi-product offering, with real retail focus.

» Objective is to deliver good value, straight-forward products.
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The information in this reisase related to the proposed egg | flotation is not an offer of
secunties for safe info the United Slates, Canada or Japan. The egq)| securies may mot
be offered or soid in the Unded Stales unfess they are registerad under applicabie iaw or

exempf from registrafion. egqg.| does not intend fo register any portion of the proposed
flogtation it the United States orto conducdt & public offering in the United States.



