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Welcome

John Foley, Chief Executive Officer

Financial highlights

Good morning everybody. Welcome to our maiden set of financial results as a newly independent company. lwould
like to start by saying that this is a positive set of results against the backdrop of challenging markets in 2019 and

markets that have become more challenging overthe pastfew weeks as the worldresponds to COVID-19.

Like others we haverestricted travel to business-critical activities so thank you to everybody in the room for joining
us. Itis a much bigger turnoutthan we expected. Thankyou.

To say that 2019 was a busy year for us wouldbe somethingof an understatement. | am very proud of what we
achieved, and | wantto take this opportunity to thank once more my teamfor their dedication and commitment. |
hope this morning providesyou with a good overview of what we have done this yearas we continue to advance and
execute ourbusiness strategy, delivered positive financial performance and strong capital generation, and prepared

ourselvesto pursue future growth opportunities.

Business Review

Continued delivery of business priorities alongside successful demerger

Below the line on this slide are the milestonesto our demergerand listingon the London Stock Exchange on 21
October2019. Above the lineare some of the operationaland capability changes we made to our business over the
year. You can see that we have continuedto innovate in our business, whilst simultaneously executing asuccessful

demerger and making progress on transformation.

Positive performance in a challenging market
Financial highlights

This slide is 2019 in key numbers. The value of our business mix and the quality of our diverse earnings comes
through clearly. Assets under managementand administration are up 9% over the year to £352billion, mainly on

stronginvestmentreturns. Adjusted operating profits are over £1.1 billion, very much in line with our expectations.
Over the year, we generated capital of £1.5billionhelped by market levels, as the impact of managementactions is
lower than in previous years.

Looking out overthe nextthree years we have setourselves atargetof £2.2 billion for capital generationby the end
of 2022 and recent falls in market levels make this more of a stretch. Nonetheless,|lamconfident we can hit the

£2.2 billion and, trustme, lamvery focused on this.

From a capital perspective we finishedthe yearin a strong position with a shareholder Solvency ratio of 176%.

Savings and Assets Management
Flows and investment performance

Against a challenging backdrop for the industry we had modest net outflows across our Savings and Asset
Management business of £1.3 billion. This represents less than 1% of assets under management and administration.
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Institutional asset management was flat over the year, returning to positive flowsin the secondhalf, almost entirely

compensating forthe slowdown in the first half.

In retail asset management net outflows were £7.4 billion. These were largely offset by netinflows of £6.2 billion
into our retail savings business, which includes PruFund. This proves the value of having a diversified business model
and a balance sheetto support smooth investment returns, particularly at times of marketvolatility.

Now, performanceis key in any asset management business. Encouragingly performancein our wholesalerange of
funds pickedup in the second half of the year, with 59%of products deliveringabove median returns over three
years. Thereis no doubtthat parts of the active asset managementindustry are challenged atthe moment. Partly
because of the growing popularity of passives but also because of changes to the distributionlandscape. However,
we are notsittingidle, what | wantto do in the rest of my presentationis to give you an idea of how we are tackling

these challenges.

What we set out to achieve
Ourambition for M&G plc

Demand for active managementis strong and rising where it delivers a specificoutcome for customers and clients. It
is why we are focused on innovation in savings and investment solutions. Here profit margins are resilient and
barrierstoreplicationare high. To grow our business in active, high-value investment solutions we are doing the

following:
e Building out our investment capability, particularly in private assets
e Expandingour range of customer propositions
e Extendingdistribution, both in the UK and internationally
e Overhauling ourcoststructure through transformation
e Andcreatingan operational platform thatis international and scalable, again through transformation.

Through these actions we cancontinue to deliver attractive and sustainabletotalreturns to shareholders while

retaining our capital strength.

How we implementour strategy is as important as the strategy itself. Itis why in this slide | wanted to remind you of
our corporatevalues; care which is treating others with respect, taking time to understand; and integrity, always
doing the right thing. Always doing the right thing for the customer is at the heart of our ESG strategy and | will

cover thatlater.

So, what progress have we made on delivering our strategy in 2019?

Customerand Distribution

Here isareminderof our plans for customer and distribution. In short, how we are giving more clients, in more

markets, access to more of our investment capabilities.
There are two points | want to highlight here.

First, we are in advance talks with a number of European partners about the distribution of a PruFund-like
proposition, to bringthe benefits of smoothed returns to a wider group of savers. As we said backin September, we
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expectto see initial flows in the second half of the year. Icannot go into detailsabout these discussions forreasons

of confidentiality, but we will update you when we can.

Second, we continue to deepen our partnerships with institutional clients throughmore local supportin our chosen
markets. Itis one of the reasons why during the year we had more than 100institutional mandate wins in the UK
and Europe. All ofthisisin line with our strategy of making ourfull set of investment capabilities available to more

customers and clients, in more markets, in a wider range of formats.

Investment Management

In investment managementin 2019, our priorityhas beento build out our international investment capabilities. In
private assets, we are putting more resources into local asset origination, in regions which are important to our
clients. Ithashelped usto commitjustunder$1 billion in new investments across Asia and the USin 2019.

Onthe public assets side, we are also investingin local capabilities, including the hirelast year of a team of fund
managers and researchers specialising in Asia Pacificequities. Both initiatives increase our capabilityin areaswhere

profit margins are resilientand where client demand is growing. Both underpinour drive to investment solutions.

Transformation
Now, some of you may recall that when I first took on the job as Chief Executive of Prudential’s UK and Europe

insurance business | did so on condition of a sizeableinvestmentin operational transformation.

Here we show how we have laid the foundationsfor the digital experience for our customersand improved syste ms

for our colleagues whilst restructuring our cost base.

A milestone for the business in 2019 has beenthe migration of the most complex customer administration systemin
our heritage business to the BANCS platform of Diligenta, part of the Tata Consultancy Services Group. This
successful transfer of 450,000 life and pension policies demonstrates our ability to drive ef ficiencies through our

operations while improving customer outcomes at the same time.

Transformation is not just about modernising old stuff. It is also about creating the right platform to scale our

business safely and at pace. Itis fundamental to our ambitions fora PruFund-like proposition across Europe.

Finance and Capital

| have already touched on the key numbers for2019 and Clare will go into more detailin her presentation. Still,

there are afew additionalfigures | want to mention.

Thanks to our strong capital generation results, our Own Funds have grown, improving our solvency positionto 176%

and lowering our leverage ratio to 31%.
On transformation, we remain on track to hit our target annual cost savings of £145 million by full year 2022.

When it comes to dividends, we are confirminga pay-out of £310million, thatis 11.92 pence per share, to be paid in

May. There will also be a one-off demerger-related dividend of £100 million, or 3.85 pence per share.

Now that | have coveredthe numbers, | wantto go back to our values of care and integrity, that I mentioned earlier

underpinall of our activity, including ourapproach to ESG.
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Our responsibilities towards customers, colleagues and society

For more than 170 years we have beenresponsible stewards of our customers’ savings. Firstas Prudential Assurance

Company and since 1931 as M&G Investments.

Throughout that time, the challenge has remained the same, to balance savers' requirements for long term strong

financial returns against the wider needs of society and the economy.

Today, impacton the environmentis an increasingly important factorin how we deploy our customers’ capital. And,

as a major financial institution we have a partto play in finding a solution to climate risk.

That is why as a newly independent company, we are embedding ESG considerations across our entire business, both

as a good corporate citizen and as an international asset manager.

On the left-hand side you can see our ESG commitments as an asset manager. Asever, our approach isto prioritise

engagementoverexclusion. However, we will consider this investment from companies whofail to engage.

When it comes to climate risk, ourambition on carbon is for our bookof assets under managementto be netzero by
2050.

In terms of new propositions, we will expand our current range of impact strategies, actively seekingout companies
which want to fix our planet, one investment atatime. Asaninternational businessin 22 locations, we want to be

carbon netzero by 2030.

We also wantto be a more inclusive and diverse employerand have setcleartargets for better representation

among the leadership on genderand ethnicbackground by 2025.

Our priorities for 2020

e Now, beforelhand overto Clare Iwantto end by setting out our business priorities for 2020.
e Pretty much all of themare a continuation of ourwork last year:

e Improvementin the customerexperience

e Extension of distribution, in the UK and internationally

e Build outofinvestment capability

e Reapingthe benefits of transformation and sound capital management.

Now | will hand you over to Clare who will take you through the financials in more detail.
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Financial Review

Clare Bousfield, Chief Financial Officer

Financial highlights
Positive performance in a challenging environment

Thank you John and good morning everyone.

Our results demonstrate the strength and resilience of our business and arein line with the expectations that we
shared with you last September. The environment has bee nchallenging, especially across the asset management
industry. Beingand asset manager and an asset owner enables us to produce good earnings even in tough market
conditions. lamgoingto draw outsome of the key points on the underlying numbers before Johnsumsup and we
will then take your questions.

Net client flows and AUMA

Our overall assets under management and administrationare 9% higherthan lastyear end, mainly driven by the
performance of the markets. On flows overall, we have shown ourresilience. While the picture on retail asset
management has remained challenging, our Institutional business showed a positive trend in the second half, and

PruFund has continuedto produce strong positive flows.
Takingeachinturn:

Retail asset managementremained in net outflow at £7.4 billion, primarily impacted by weak consumer confidence.
As we have previouslyacknowledged, we arevery proud of our overall investment performance which has been
strong particularly over the medium term. However, thereareafew funds where performanceisweaker than we
would have liked, particularlyin the value-orientatedstrategies. We areaddressing areas of weak performance
through independent deep dive exercises supplementing the analysisdonebythe fund managers. AsJohn has
commented before, our role as managementis to actively manage the active managers. Despite theseheadwinds,

our retail AUM closed the year just slightly lower at £75 billion.

Institutional asset management showed broadly neutral net flows for the full year and a positive £700 million in the

second half. Overthe course of the yearourinstitutionalassets under management grew by 9%, £77 billion.

PruFund remaineda highly popular propositionin the UK market despite some pressure caused by the fall in DB to
DCtransfersacross the industry. Netflowsinto PruFundamounted to 15% of the opening assets. Thisincluded sales
fromthe smoothed element of our new PruFolio range, which allows customers to combine the PruFund proposition
together with active and passive mutual funds, leveraging both ourasset allocation and stock selection capabilities.
These flows combined with anotheryear of strong investment performance drove PruFund assets up 25%to almost
£54 billion.

Lastly, as you are aware, the High Court has denied our request to transferthe annuities policies, we reinsured in
early 2019, to Rothesay Life. Itisa new experience forall of us because such a process has neverbeen done before
in respect to the Part VIl transfer. We expect a hearing on our appeal in the second half of 2020. Due to the
uncertaintyon both timing and outcome we arerequiredto bringthe £11 billion back into assets under AUMA.
Previously itwas reported as “Held for Sale” and therefore excluded from our AUMA. Growthin the assets under

management before this effect was 6%.
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Adjusted operating profit by source
I am now going to move on to Adjusted Operating Profit which was over £1.1 billionfor 2019.

In 2018 we released £441 million on longevity and had £166 millioninsurance recovery in respect of TRASP. In2019

we released £126 million fromlongevity and were fined £24 million by the FCA on TRASP.

When comparing2019 to 2018 theseimpacts, all from the Heritage book, were the most materialon the adjusted
operating profit.

Our Savings and Asset Management business delivered a slightly higher result of £474 million for 2019. Asset
Management was lower, with-profits was stable, and the “Other” resultimproved from aloss of £59 million lastyear
to a profit of £38 million this year. This was due to a one-off negative of £56 million in 2018 related to our

international insurance operations with the remainder of the improvement explained by higherinvestment returns.

Corporate centre expenses increased as expected, duefirstly to the interest costs on the debtwhich we inherited
from Prudential plc in October, and secondly to the build-out of our capabilities to become an independently listed

entity.

Sources of earnings
Asset Management
I am now going to cover the keyprofitdrivers, starting with Asset Management.
Whilst overall AUMA were higher atyear end 2019 compared to 2018, itis the average levelfor the assets under
managementacrosseach periodwhichis more relevantforthe revenue. Thiswas4%lower because the drop in

marketsin 2018 onlyoccurredtowards theyear end. This, togetherwith amoderate degree of ongoing margin

pressurein the retailbook, resulted in 7% lower fee revenue.
Costs were slightly higher year on year by £12 millionor justunder 2%.
£3 million relatedto the increased FSCSfees.

In both years we also had positive one offs in 2018, approximately £18 millionfromaccrualreleases, and in 2019

around £30million fromchanges to the staff pension schemes and otheritems.

Importantly, we have been changing the nature of the costs, with lowering the backoffice costs in favour of building

investment management capabilities for future growth.

You have heard John mentionsome of the initiatives that we have started. Asanetresult, primarily of the lower fee
income, the costincome ratioincreased by four percentage points year on year to 63%, a number which continues to

compare favourably to our peers.

Sources of earnings

With-Profits/PruFund
The savings business has continuedto perform well driven by PruFund. PruFund showedstronggross salesagain in
2019 at£10.2 billion, although below the prioryearlevel of £12 billion.
As | mentioned earlier, we expect DB transfers to reduce given the limited number of advisors who have the
experience and permissionsto write this business and potential changesin advisorchargesproposed by the FCA.

These transfers accountedfor lessthan one fifth of our PruFundsalesin 2019.
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Gross outflows have also increased, as expected, as the book matures. Thisisimportantbecausewe onlyrecognise

the cash transfers and the profits to shareholders when customers take their money out.
Shareholdertransfers grew by 9%, broadly in line with the level of withdrawals.

In terms of adjusted operating profit, these increased transferswere offsetby alower hedge result, which | will

explain shortly.

Sources of earnings
Traditional With-Profits

For the traditional with-profits book, | commented back in September thateventhough the book is closed to new
customers, we expect shareholder transfers to remain broadly stable for the next few years, assuming normal
market conditions. Thatis exactly what we have seenin 2019 atjust over £250 million. As with PruFund, the he dge
resultis more negative than lastyear, drivenby the increase in equitymarkets. In our July presentationlast year, |
explained the cash-flow hedging of shareholder transfers which we had been doing across the traditional and
PruFund books.

Whatyou are seeingin the operatingresultis the gain or loss on the hedging we putin place for the shareholder
transferin 2019. The more negative result reflects the strength of equity markets sincethe hedgeswere initiated.
We have included some further detail in the appendix, to give youa better feel forhow the numbers will move in the

coming years as these hedges mature, based off different equity market scenarios.

At the end of 2019, rather than putting in a new tranche of these cash flow hedges, we switched to a structure
focused on the protection of dividends up from the life companyin the eventof amarketshock. Since itis nota

hedge of the IFRS earnings but on Solvencyll the impact of this new hedge will be excluded from operating profit.

Sources of earnings
Shareholder Annuities & Other

This slide shows our Shareholder Annuity and Other businesses. Results remain strong.
As expected, the particularly large positive effects from longevity and TRASP last year did not repeat.

The return on excess assets fell mainly as a result of lower releases from our credit default reserves and lower
investmentincome. As we highlightedin September, part of this was related to us returninga significantamount of
capital out of the insurance entity, up to the parent ahead of demerger, and so some of thatinvestmentincome has

justsimply shifted up the Group structure.

Longevity of £126 million reflects the adoption of CMI 17 which we executed in the first half of the year. In 2020, we
will be reverting to our usual practice of reviewing the assumptions at the year end and of course it is too soon to

give you any guidance on what that mightlook like.

In the TRASP line, we had a £166 millionrecovery from our insurers lastyear. The smalllossyou see this yearisin

relation to the FCA fine that was announced in September.

Finally, other items contributed £137 million from close to zero last year. The main contributors are mismatchgains
of £55 million, and a one-off benefit of £29 million from changesto the staff pensionschemes and some other minor

items.
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Capital generation

FY 2019 total capital generationat £1.5 billion
| am now going to move on to capital generation. We had a very strong year. Total capital generation from
continuing businesses came to £1.5 billion, including £538 million of positiveimpacts fromthe markets,and did not

include afull year of interest and head office costs which we will of course have going forwards.

After pre-demerger dividends and related adjustments the overall increase in our surplus capital was £0.5 billion.

Sources of operating capital generation
FY 2019: £1.3billion pre-tax

Pre-tax operating capital generation was £1.3 billion, of which just over £800 million was underlying capital

generation. The remainder, other operating capital generation is less recurringin nature.

The decline of £79 million in the underlying capital generation is primarily dueto the corporate centre where we

started toincur debtinterest and head office expenses in the latter part of the yeararound the demerger.

We have enhancedthe methodology for allocating capital generationbetween the PruFundand the Traditional With-
Profits business to be based on underlying asset shares which has resulted in a higher PruFund number, with a

corresponding reductionin the Traditional With-Profits within Heritage.

The Other operating capital generationincorporates a number of elements. Assettrading and hedgingcontributed

£251 million, including £80 million from the new with-profits hedge programme.

Asreported in the first half results, the impact of longevity was just over £100 million. A number of other smaller
items, including for example, experience variances and other operating assumption changes generated£96 million.

The declinefromthe prioryearis mainly driven by the TRASP insurance recovery.

ShareholderSolvency Il coverageratio

The capital generatedresultedin an increased solvencyratio of 176% before dividends, up from the pro forma 170%
last year end. Our Solvency Il debt leverage ratio fell from a pro-forma 34% at the first half as we disclosed in
September, to 31%drivenby the growthin Own Funds. We estimate that the negative market movements up until
last Friday have had a negative impact of around ten points since the beginning of the year, in line with the

sensitivities that we have published.

With-Profits excess surplus distribution

The with-profits fund is an enormously important part of this Group, something no-oneelsecanreplicate, and we
continue to explore ways in whichwe can leverage it as part of our ongoing development of our broader proposition

and drive our long term returns to our customers and investors.

Capitalisation of the fund has continued to strengthen, with the Solvency ratio of 267%, up from 231% lastyear. Itis
also becomingincreasingly resilient. The olderstyle guaranteed products arerunning off and being replaced by
PruFund customers, the vast majority of whom select the non-guaranteed option. Asa resultthe sensitivity to equity
marketsis very low. If equity markets wereto drop by 20% the fund’s solvency position wouldreduceby around 1
percentage point. This strength and resilience is why, as we announced last month, we will be making a distribution
of excess surplus to policyholders of £1 billion. And beinga90/10 fund, shareholders will receiveone ninth of this
amountfromthe fund, coming throughto earnings whenthe customertakes their returns as cash. Weexpect this
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effectto be of the order of £10 millionperannum overthe nextfewyears. The impacton the shareholder solvency

position is negligible, since the positive economicimpactis offset by the TMTP.

Parent company liquidity
Initial position established

Finally on the balance sheet, the parent company’sinitial liquidity position. This slide shows the most significant

transactions whichfoundedthe parent company’s liquidity position, including those related to the demerger.

First of all, we had payments up from our subsidiaries of £1.7 billion, includinga £1.2 billionexceptional return of

capital up fromthe insurance business, as | referenced whentalking about the Heritage result.

The nexttwo transactions are the debt for equity swap from Prudential plc. We received £3.2 billion in consideration

for the debtwe inheritedand then paid a demerger dividend of £3 billion.

Finally, you will see the normal dividendswe paid to Prudential plc lastyear,and some minor other movements

including head office and interest costs.

So we ended the yearwith acash and liquid asset balance of £1.3 billion, well ahead of the minimum we aimto hold

accordingto our financial management framework, whichis to cover one year’s expected outgo.

Transformation programme

Gradual shiftof focus
| now wantto build on the update John gave on transformation, where we have completed the second year of our
five year programme. We are making good progress, having implemented key outsourcing arrangements,
commenced legacy system migrationwork, and upgraded customer facing platforms. Theseare just some of the

initiatives all of which are improving customer outcomes, our control environment and the efficiency of our business.

The efficiencies we are delivering are not short term tactical cost savings. Theyaredriven by fundamental, deep
rooted changes to the way that we run the business. We remain on track to deliver around £145 million of
shareholder cost savings by 2022. Weareslightly behindwhere we wantedto be ontiming, because in 2019 we
took the active decision to prioritise demerger activity in some areas. Financeisagood example of that. However,

we know what needs to be done to reachthe targetand we remain committedto our 2022 timetable.

Our priorities from here will include further decommissioning of legacy IT infrastructure, increasing the scalability of
our operations in our growth areasand driving out costs. Withmuch of the groundwork done the level of resour ces
we need will inevitablydecline. Thatis why we are announcingtoday avoluntaryredundancy programme which
aims to reduce headcount related cost by around 10% this year. Thisrunsacross all areas of the businessand on all

levels of seniority.

Sources of earnings — Expected development
Key drivers of adjusted operating profit

In terms of 2020, itis early days and thereis obviously uncertainties, but you will see here some indicationsof what

we expect.

The headlinesare, for Savings & Asset Management, we will be fully focused on delivering our medium termgrowth

initiatives.

10
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We remain positive on the outlook for Institutionalbusiness, and we are working to improve flows in retail asset

management, recognising the need to refocus on the UK which has been underinvested in historically.

We have a number of initiatives including developingour investment solutions expertise, continuingtoexpand our

sub-advisorycapability and capitalising on our strong and broad propositions.

We expect PruFund will continue to be a highly appealing proposition in the UK markets, and we have startedtosee

strong traction for PruFolio.
There is furtheruncertainty on DB to DC transfers, given the FCA’s review of contingent charging.
In Europe we are on track to realise the ambition of exportingPruFund.

The duration of the current COVID-19 outbreak and the associated market volatility will obviously be a factor in

terms of how flows developacross the Group, especially in retail asset management.

We expect fee margins in the Institutional business to remain resilient, but for some fee pressureto remainin the

retail asset management. Thatis why itis absolutely imperative that we are sharplyfocusedon costsin 2020.
Shareholdertransfers from the with-profits business should continue to grow as the book matures.
In Heritage, we expect broadly similar transfers from the with-profits book.

For Shareholder Annuities & Other, we will see some compression on the return on the excess assets following the
dividend paid up in 2019, althoughthere will be an offsetin the Corporate Centre which willnow earn interest on

that money.
This year we will return to our normal practice of reviewing longevity assumptions at the end of the year.

For Corporate Centre, we continue to expect £80-£100 million of overheads, mitigated by the interestearnedon the

liquidity now atthe parentcompany.
Couponson the debt will be around £190 million as previously guided.

We will also have an accounting effect of the amortisation of the fair value premium underIFRS, which will net off

against this.

Priorities for the period ahead

To wrap up, all of the managementteamare highlyenergised post-demerger. We have continued to deliver on

improvements in customer outcomes, reducing operational risk and creating an efficient and scalable business.

We are absolutely focused on cost and ensuring that we deliver the transformation on time.

Financially, 2020 will also be an important year, because the clockstarts on our three year target of £2.2 billion

capital generation by 2022.

Our 2019 numbers demonstrated once again the potential of the business, and we remain focused on the necessary

growth initiatives and the balance sheet optimisation measuresto meetour goal.
In short, we are aiming to deliver to our investors good long term growth prospects with a healthy dividend yield.

Thank you, I will pass back to John for some closing remarks and then we will be read to take your questions.

11
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Wrap-Up Messages
John Foley, Chief Executive Officer

Key messages

| wantto end by reminding you of the growth opportunity we seein markets and why M&Giswell-placed for that
opportunity.

Savings gaps continue to open up across the developed world as societies age and states restrict retirement
provision. Inthe UK alone the savings gap is currently estimated at $8 trillion by the World Economic Forumand itis
growing.

Faced with longer lives and negativerealreturnson cash, peoplewant afinancial partnerwho candeliver reliable

savings and investment solutions. M&G is well-placed to become the partner of choice.

We have the right mix of investment capabilities, a unique offering in with-profits, and the clientinsights ofanasset
owner. Our planis to grow our offeringin solutions at pace, leveraging our client relationships in 28 markets and our

two well-respected brands.

Now, with independence, we also have an energised leadership team determined to grow this business. That

growth, coupled with sound capital management, will drive attractive and sustainable total returns for shareholders.

Thanks again to all of you for making the time to be with us today at our first set of annual results. We are now

ready to take your questions. We have the leadership teamin the frontrow if the questionsget a bit too tricky.

12
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Q&A

Spencer Horgan, Director of Investor Relations

Andrew Sinclair (Bank of America Securities): Two from me, if thatis okay.

Firstly was the hold co cash figure, the £1.3 billion. Itlooks to me about twice whatyou have guidedfor or whatyou
need atthe hold co. You have ruledout buying back debt, special capital return and M&A. Does that mean we

should feel a bitmore bullish on the regular dividend or is there something else we are missing on that cash?

Secondly oninstitutional asset management you have talked quite a lot about mandate winsin 2019. Iwonder if you
could give us a bitof colour on pipeline for mandates that have been won but notyetfundedand what that means
for 2020. Thanks.

Clare Bousfield: On the first questionthe level of holdco cash, yes, itis a bit higher than we had originally guided in
terms of numbers, but overallwe are pretty comfortablein terms of that being a sufficient buffer in orderto manage
the business. Fromadividend perspective, | think we have guided in terms of where we believe the future is. You
have gotto recognise as well that the markets right now are certainlypummelling in terms of interestratesand the
overall capital position. We are comfortable with the strength and the resilience bothin terms of the level of capital
and the liquidity but obviously we needto have that strength in termsof being able to survive some of the market

conditions.

John Foley: On the institutional business, the last time | looked at the pipeline it was around £4 billion. Not
surprising we have puta number of peoplein various locations aroundthe worldto actually start to source assets. It
is getting trickierin private assets, so we have people on the ground in Asiaand in now the US, as of yesterday, to
actually source assets for those propositions. Itis a big businessfor us,and itis one that we are working hard to

keep the momentum going behindit.

Andrew Sinclair: Justto be clear, thatis £4 billion of mandates that were won in 2019 but will fund in 20207

John Foley: No, the pipeline is £4 billion, and we have had 100 mandate wins in 2019. The pipeline is about £4

billion. I have notgotthe exactnumber.

Andrew Sinclair: Sure and canyou say for those 100that werewon in 2019 aresome of them effectively still to

receivethe fundsin 2020oristhatall receivedin 20197

John Foley: Some of them will be funded in 2020, yes.

Ashik Musaddi (JP Morgan): First of all on your cash flows, you have a £2.2 billion cash flow guidance but what
visibility do you have for this year 2020? The reasonlam askingis given that we are already two and a half months
in you would have reasonable plansaboutlongevity. The tables which yousaid you would bereviewing later this
year, butyou would have plansabout asset re-risking in case you are considering longevity reinsurance. You would
have reasonable plans around that given the close life nature of the annuities book. Anythoughtsonthatasto how

we should think about cash flows, especially one -off nature for this year?

The second on asset management cost, revenues is whatitis, butin terms of costyou putan extra emphasis that
that is definitely a focus, especially in these markets. Are you managing that on a basis point way or are you
managing on an absolute cost basis like £642 million? Isthat £642 million going up, goingdown? How should we
think about that, especially given where markets are? Orhow much flexibility youhave on that £642 million? Thank

you.

13
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Clare Bousfield: On the cashflow and the £2.2 billion, we are obviously lookingto manage that over a three year

period. Itisan all-inclusive number and we recognise during that three year period markets will move up and down.

Rightnow you would say we have alreadygot quite achallengein terms of where current markets are. Yes, we have

gota line of sightin terms of actually looking at our longevity in terms of the base assumptions.

CMI 18 is what we will be looking atin 2020 but we will obviously have line of sightalso to the 2019 CMl table as well
interms of that. Itisa calibrated table, soitdoes depend aloton your underlying experiencein termsof whereyou
are at. Then the other elements we are also looking at as we putsome equity hedgingon,as| mentioned, during
2019 and we also put some furtherinterest rate hedging on in terms of what we are doing. Right now the market
side of it is where our focus is. What we want to make sure, is with the target that we have got, that we are
managing this business for the longterm. Weare not making short term decisions justto drive capitalin the short
term. Assettrading will continue. That has been something that we have done consistently, and youcan see from
the numbers that we have shown in terms of the amount of asset trading. That does depend on the market
conditions but right now we would expect to make something similar. However, obviously if there are market
opportunities thenwe will take advantage of it. Absolutely, we have ongoing plans, butitis abouthowyou manage

it over the long term ratherthan necessarily just purely focusedon the short term.

In terms of asset management costs, as | talked about, the transformation programme is fundamentally about
customer outcomes. Itisaboutthe control environment, butitis also aboutthe efficiency of the business. The
efficiency of the business is also about how you structure those costs. Which costsare variable, which ones are
fixed, how do you use technology and automationin order to improve whatwe are doing. Clearly with some of the
ambitions that we have around growth, particularly on some of the asset management and private asset capability,
what we are working throughat the momentis how we build that scalable growth. Thatis our focus,as opposed to

purely the costincome ratio or any absolute level of cost level.

Again, the retail asset management business particularly in the mutual funds is cyclical by nature so what you want
to make sure of is that you have a cost base thatis actually sustainable and efficientin the future. Thatiswhere the
focusis. Interms of that cost income ratio and we would expectitto goin 2020, obviously over the long term we are
expecting itto come down but what we wantto make sure of isduring 2020we areinvestinginthe right things in

order to getthat cost base to where we wantitto be.

Oliver Steel (Deutsche Bank): In your presentations previously you have talked about business growth and
investmentexpenditure. Ithink that was up to £200 million by 2022 or 2023 against the £145 million that you are
saving on the transformation programme. How much of the costs in 2019 include that business growth and
investmentexpenditure? 1do notthink you have ever reallytalked about the returns thatyou expect on that and

when you expect those returns to come through so perhaps you can give a bit more detail on thattoday.

Then the second question, if thatis nottoo long, is back to Ashik’s question about the capital generation guidance.
Frankly, | cannotsee why you are targeting a total capital generationfigure because it is clearly being moved by
markets. Implicitly you have lost £600 million off the Solvency so far this year. Areyousayingthatyou can make up

that £600 million organically or through exce ptionals over the course of the next threeyears?

Clare Bousfield: Going to the first question, Oliver, on the growth in terms of what we had included. Obviously there
are certain elements of our business where the growth actuallyrequires us to have more peoplein ordertobe able
to deliverit. If youthink about private assets asa good example, youcannot use technologyand automation to get
you that growth. That is what was included in that £250 million and remembering it is over a five-year period.
Effectivelyitisthe ongoingcostto be able to supportthat growth. Aslsaid, we have invested during 2019 in the
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front office in the business in terms of the growth, particularly on the institutional business in terms of building
private asset capability. Whether it is putting people in Asia or in the US in terms of building that out. W e will
continue to do thatin terms of the approach. The numbers in that chartwere all built off where we see the futurein
terms of the revenue. Whatwe were basicallyassumingisthatthereisan element ofincremental cost that aligns
with the revenue. Clearly, with some of the pressures that we are currentlyfacingfromaretail asset management
perspective, we are veryconscious around balancingthe costinitiatives versusbeing prepared for the growth in

terms of the future.

In terms of capital generation, we always set the target to be total because basicallywe wantitto be totallyaligned
with our shareholders. Overathree-yearperiodthe expectationis thatyou should be ableto evenoutsome of that
volatility. If youthink aboutit, we basically made just over £500 million of positive market returns atthe end of 2019
and as you say, the beginning of this year has pretty much reversed that position. Thereisan example of whereyou
would expectforitto be over theperiod. Itjustdid notfeel rightto basically have athree-year targetthat was not

based off the total returns. Thatis how we look atit.

Going back to the first question in terms of how we assess returns on the business, we look atitvery much on acash
generationbasis and we look atitis using IRRs. A verysimple approachintermsof howwe decide where we are

going to spend our moneyand whatthe things are that we wantto grow the business from.

Jon Hocking (Morgan Stanley): | have two questions, please. Onthe capital front your Solvency ratiois optically low
but obviously the with-profits fund is verystrong. | wondered how much of this you thinkis really e conomic and how
much of itis just the risk margin giving it a low optical number. In the statementthis morning,John,you make the
commentthatitis within your risk appetite. Whatlevers do youhave to pull to getthe ratio back up ifitbecomes an
issue? lcanacceptitisnotreally an economicissue, butthe headlineisyou are screeningvery low versus the rest of

the industry.

Then secondly, some of your peers gave some early trading indications post-election in terms of flows etc. | guess
you have gota bit of an each-way beton ithaving PruFundthat works well in arisk off environment and the rest of
the business which has recovered. Can you talk a little bit about what the early experience was in January and

Februaryin terms of the retail flows? Thankyou.

Clare Bousfield: On the Solvencyratio, Jon, we basically match the annuity liabilities and the assetsonaSolvency Il
basis. If you look at, for example, interest ratesin terms of the impact of it, we do not get much impactin ter ms of
what is happening with assets and liabilities. That obviously creates alittle bit of a mismatch onthe IFRSwhich you
saw come through the results in terms of where you are at. The place where we get the interest rate impact is
basically fromthe capital. The SCRis where effectively you are getting that. We putsome hedging in place in the
middle of August to effectively dampensome of that butthatisa non-economichedgeintermsof that exposure.
That is one of the key areas that causes the volatility in the Solvency ratio. We are pretty happy with the resilience.
If you look atthe sensitivities we are pretty resilientin terms of these markets and we are comfortable where we sit
rightnow. We are aboverisk appetite but clearly some of the tools that we can leverage are effectively puttingsome
more hedging on around thatinterest rate. We also have putadditional hedging aroundthe equity side of it. We are
all obviously looking forasset optimisationin terms of risk and reward and using the private asset capability that we
have across the business. Reinsurance and longevity are also options that we have. Although fromthat perspective
you have always got to think about the value that you give up versus the risks that you are actually mitigating,
particularly where yousee upsidein longevity in the longer-term. However, yes, we havealot of leversthatwe can
pull froma Solvency perspective but each one of them needs to be weighed up against what benefityou are actual ly

getting.
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In terms of flows, itis interesting from a flow perspective because the election happened in December. You then had
Christmas and then basically we pretty much gota hit with the coronavirus sentimentin the markets in the early part
of January. Ithas been pretty difficult to actually see any kind of movementin it. January is always arelatively slow
month on the retail savings side of things but with market volatility we are startingto see some advisors actually
wanting to come into the productin a heavier way than they had previously beenin, which shows that customers are
thinking, given these volatile markets, this is agreat proposition. Itisaninteresting proposition, particularly the
guaranteed option but also the non-guaranteed option in terms of giving customers more certainty in terms of
outcomes. Iteffectively takes out the top slices of the volatilityin the markets and that is exactlywhat we have seen
over the last couple of weeks. The fundhas performedvery well. However, itis still early days and because of the

amount of uncertaintyin the marketsitis really quite difficult to call right now.

John Foley: However, you arerightin termsof PruFund, the mutual fund business and the institutional business. You
will continue to see the solutions business being attractive bothfrom us and fromaclient perspectivebecause it is
outcome-orientated. PruFund, both in terms of adown marketand an upmarket, is still a very strong proposition.
Then mutual funds which is a volatile business which accounts for about 20% of our book today. Thatis a very
important part of what we do and as Clare has said in her presentation we are going to some lengths to actually
make sure that we startto deliver consistently the rightreturns to clients on those funds. The actualjump that we
have got on the market is around the PruFund proposition, the passives and the institutional flows. There is no

guestion of that. Thatis what makes usfeel we are quite resilient to these choppy markets.

Greig Paterson (KBW): Two questions, oneis of the £26 billionannuity fund thatis not the Rothesay part, can you

give me the percentage of that which is reinsured by longevity swaps at this point?

The second thingis, in terms of this with-profit hedging programme you made acommentin the presentation that
you renewed it. Is my understanding correctthatthe old programme remains unchanged to runoffin the operating
profitand the new programme comes in below theline? If thatisthe case, doesthat mean we can expect more

volatile IFRS operating profits going forward in aggregate?

Clare Bousfield: The simple answer to your second question is yes. What we have done is the old programme
effectively hedged the transfer five years ahead and that will run off over the next five years. The new programme
effectively focuses on the Solvency Il capital generation rather than the absolute Solvency Il ratio. That will
potentially create a bit more volatilityin the underlyingIFRS numbers, but I would notexpect it to be significant,
Greig. Onthe annuity fundwe will have to getyou the exact number. Itisaround 40%-50% in terms of how muchis

reinsured.
Greig Patterson: Is there capacity to increase that further?

Clare Bousfield: You couldclearlyincreaseitright up to 100% but this is a risk/rewardin terms of how much of that

future value we want to give away.

Questions from webcast - Spencer Horgan (Director of Investor Relations, M&G plc): There is a potential gap
between the cashflow generation target and the dividend commitment. Whatarethe management priorities for
the use of that surplus capital? Related to that question, how do share buybacksfitinto the capital frameworkgiven
the currentshare price?

Clare Bousfield: In terms of the gap, because the total capital generation is basically covering the full impact
including all the market movements then what we have done is built in an element of recognition that that gap

needsto be therein orderto be able to supportthe companyand the resilience of the balance sheet. Right now if
we have excess capital thenwhat we will do is we will look to returnitto shareholders. We havegotnointerestin
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retaining excess capital forthe business but certainlyfor the volatile market conditions that we are in atthe moment

absolutely itis the right thing to do to have aresilient balance sheet.

Andrew Baker (Citi): Two questions, please. For 2019 1think you said less than 20% of PruFund flowswerefrom DB
to DCtransfers. Are youable to give that number for2018? Thenare youexpectingthistostill be a headwind in
2020, so that 20% coming down?

Then secondly on Solvency Il sensitivity to 20% credit downgrade scenarios is only six points. Is there any
management action assumed in that sensitivity andif so are you able to give alittle bit line of sightinto what thatis?

Thankyou.

Clare Bousfield: I do not know the 2018 number off the top of my head in terms of the percentage of DB transfers,
butit has come down reasonablysignificantly between2018and 2019. We do expectthereto be some headwinds
around DB transfers because of the FCAs consultation around contingent charging. However, the onething | would
sayis there isan element of resilience in the advisor market and also the quality of our proposition is very strong.
Rightnow we do not know what the outcome will be on that consultation, butitdoeslook likeitcould potentially
have areasonably significantimpactin terms of how the advisors operate. Then obviously we have got the initiatives
around launching PruFund in Europe which is a big focus right and there is a lot of interest in terms of that

opportunity. Fromabroader perspective we are verycomfortable in termsof the ongoing flows on PruFund.

On downgrades | do notbelieve thatthereis any managementactionsincluded in that 20% credit downgrade, but |

am looking at Spencer to double-checkthat.

Spencer Horgan: We will double-checkit, but I think that is right, yes.

Andrew Crean (Autonomous Research): Can | ask two questions? The first one on asset management costs, | think
you are talking to continuing to invest and continuing to grow the cost base. Should we grow it from the £652

million you have reported or about £687 million aftertaking backthe one-off DB write-inthatyou had?

Then secondly, again on the retail asset management flow situation, as lunderstandit quite alot of the flows and
the growth over time has come from expanding into European business. | wondered how that performed, the

European flows into retail asset management, in 2019and how it is doing under coronavirus.

Clare Bousfield: On the cost for asset management|am not guiding that| am saying that| think they are going to
increaseovertime. Theywill come downovertime. I guessthere areacouple of things. Oneis what we want to
make sure of is that structurally we have fixed the underlying operating model so that we have scalable growth in the
future. The actual investment that will be needed or we have already started on is included within the
transformation costs beneath. Thisis more around making sure thatin the periodas we go through the transition

through 2020thatyou are notgoingto see asuddendropin 2020.

Andrew Crean: Is the base £687 millionor £652 million?

Clare Bousfield: You are absolutely right that you have got to adjust for the pension credit because that was

effectively aone-off gainin 2019 that will notrepeatin 2020.

John Foley: In terms of the retail asset management business UK versus Europeitis pretty evenly spreadacross the
whole of the market. The problemreally comes in as much that with the virus, as you alluded, we have got the office
in Milan closed as you would expect. We have gota mature book. What we are finding as a big asset manager with
a mature book is that part of it matures every year. Itisaquestion of keeping the flows comingin whichisgoing to

17



M&G plc 2019 Full Year Results 10 March 2020

be tricky in certainparts of Europe as we have enduredthis lockdown. Thatis why candidly we arereplacing that to
a certain extentvia the PruFund propositionwhichwill be structured quite differentlyto the UK proposition. As |
said, we are talking to a number of partiesin Europe and we are close to signing MoU with two. We are hopeful for
that as a solution to the issues across Europe. Thatis the current picture but with thisviruslamnotgoing to make

any predictions. Itwould be abrave man who woulddo that.

Ashik Musaddi (JP Morgan): A follow up again on asset management cost. Where wouldthat £100 million additional
transformation plan you have fit in? Are we talking about an absolute benefit or will that be able to offset any
potential investmentyou are doing in asset management cost? Or do you thinkthatadditional investment could

actually outgo this £100 million saving? Coulditbe £150 millionor £200 million additional investment? Thank you.

Clare Bousfield: Bear in mind that we are about a third of the way through in termsof what we are deliveringin
terms of cost savings. However, the way that the cost programmeis done, and thetransformation programme is
across the broader business, which picks up both the with-profits and the shareholder elementofit. Not all of the
additional £100 million would flow through to asset management because there will be an element that flows
through to the shareholder component on the insurance business as part of that. Interms of whatwe are lookingto
do, the programme is all part of the transformation programme, in terms of the actual investment that we have
made in order to improve the underlying processes. Some of that cost has already beenincurred in orderto start the

process. Thatwill continueto be incurredthrough 2020and into 2021 in terms of the outcomes.

Question from webcast - Spencer Horgan: What is the latest position on the suspended property fund?

John Foley: It remains in suspension. You know we gated that fund for the benefit of customers. The team are
making very good progress in termsof generating cash so that when we do eventually openthe fund we can meet
any redemptions that have beenstoring up. The team have been quite successfulin rebalancing the fund to make
sure thatwe are notin afire sale situation. We will keep itgated until suchtime as we are confidentaboutopening

it and how we would respond to redemptions. lam not going to make any predictions aroundthat at this point.

Andrew Sinclair (Bank of America Securities): Onefinal onefrom me. | wanted to check, have any of the versions of

PruFund had a negative adjustment to the unit price over the last few weeks of pretty significant market volatility?

Clare Bousfield: Asfar as|am aware, no they have not.

Oliver Steel (Deutsche Bank): You talk aboutidentifyingleversfor balance sheet optimisation. Whatsort of things
are you looking at?

Clare Bousfield: Thatincludes hedging that we do aroundinterest rate, equities, looking atthe risk and reward on
the asset portfolio in terms of the use of illiquids and private assets and how we maximise that. Also obviously

longevity and any of the other provisions that we have in terms of on the balance sheet. Potentially reinsurance,
although I'have tried to balance thatin terms of making sure there is avalue piece of thatin terms of where we go.

Those are anumber of the different levers that we have in terms of how we manage the balance sheet.

Marcus Barnard: Just one question. Your capital generation target by 2020, presumably thatdoesnot include any

benefit fromacquisitions but how wouldyou adjust that figure if you did make any acquisitions?
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Clare Bousfield: The capital generation was setto be total capital generation. Toacertainextent | think it would
depend on thesize of any acquisition. Clearly if we did something very significant, which | am not suggesting by
making this comment that thatis what we are looking to do, then I think it would be a differentconversation. For
small acquisitions we would expect thatto be included, including both the cost of itand then also the benefits that

you would getfromthe acquisition.
Marcus Barnard: Did | say acquisition? lactually meantdisposals.

Clare Bousfield: Same answerto the question.

Questions fromwebcast - SpencerHorgan: ThomasHowarth at Barclays Capital asks two questions. The firstone is
the 2019 restructuring costs were £190 million with £62 million transformation. What is the remainder and
particularly what runrate should we expect? Thenalso, howsignificantare Italian flows given that thatis one of our

larger markets?

John Foley: On the Italian flows, we are clearly not seeing much activity there either way because of the lockdown
and the virus. Itis probably still too earlyto determine whatis actually happening and what will happen. My guess is
we will be in outflow in Italy as a consequence of this. Itisalmostinevitable and that mightrun into other markets
as well. However, itwill notsurprise you to know that one of the institutions that we are talking to about the version

of PruFund is an Italian institution.

Clare Bousfield: On the difference betweenthe restructuring costs and the transformation cost of £62 million there
are anumber of other costs related to the separation from Prudential plc. Whetheritisthe IT infrastructure that we
have based in the US, the rebranding that we have had to do in terms of the move away from usingthe Prudential
red, and some of the elements around Prudential. That is the difference between those two amounts. It is not

recurringamounts. Itis one-off amountsthat we are not expecting to have any future cost.

Greig Paterson (KBW): | am trying to understand the magnitude of one element of the management actions. You
had a benefitthis year from asset optimisation. Iwonderif you could tell us how muchassets thatactuallyinvolved

so we have some kind of feel for youdo X amount, you getY amount.

Clare Bousfield: Off the top of my head | do not know the nominal value of the actual assets that were traded but
effectively whatyou are doing hereis looking at the use of illiquids and private assets to effectivelyincrease theyield
of the bonds for somethingthatis an equivalentrisk profile, if not lower risk profile. Thatis effectively what we are
doing. The constraint or the way that we look at this is, what proportion of the annuity portfolio do we feel
comfortableinvestedin privateand illiquidassets? Thereisstill areasonable marginabove whatwe are currentlyin
that would take us up to our risk appetite level in terms of what we are looking to do. However, that conceptually is
what we are doing, Greig, in terms of optimising the portfolio because they areilliquid liabilities, so they are ideally
matched by illiquid assets. Clearly you want to make sureyou have got sufficient liquidityshouldyou needit in the

eventfromamarketor acustomer perspective.

Greig Patterson: Remind me, given that, how much have you got in this? How much can it go to and what is the
benefit?

John Foley: Price movesin the market. You have got price moves versus cost of assets. Youwould not be able to
calibrate thatand then project what that would mean over time for the wholebook. Thatis justnotpossible given

the way markets move, especiallyover the last couple of weeks.
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Clare Bousfield: That is always one of the considerations, you have got to find the right market conditions to

purchasethe rightassets. Itis critical in terms of whatyou are actually doing.

Greig Patterson: Someone was commenting that the opportunity has reduced since theinterest rates have come

down. Do you also recognise that?

John Foley: It comes and goes. Thatis why we have ateam of people doingthis. Some days, some weeks, some
monthsitlooks positive, others itdoes not. Itisin amoving market. You cannotoptimiseatthe drop ofahat. You

need certain conditions and one of themis afriendly market, shall we say.

Spencer Horgan: Thankyou, Greig. | can see there are a couple of questions lefton the internet, butlthink we have
covered them. The IRteamis going to getin touch with you to make sure your questionsare properly answered.
Other than that, thank you all for participating. Ithas been a pleasureto have you here. If you have any further

guestions, obviously the IR team are available. Otherwise we lookforward to seeing you next time.

John Foley: Thank you.

Clare Bousfield: Thank you.
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