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EXECUTING ON OUR STRATEGY 

1999-2004: 
Repositioned 
Company 

2005-2007: 
Enhanced 
Business 
Performance 

2008-2009: 
Navigated  
Crisis 

2010-2014: 
Capitalized on  
Market 
Dislocation 
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Prudential has successfully navigated change. We are stronger than ever before and well 
positioned to thrive in the face of evolving competitive, market and regulatory dynamics. 
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Fortify 
Leadership 

Position 



Disposition:  
• Sale of JV 

Interest in 
Wells Fargo 

EVOLUTION OF OUR BUSINESS  
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Acquisitions:  
• Kyoei Life (now 

Gibraltar) 
• American Skandia 

Variable Annuities  
• CIGNA Retirement 

Dispositions:  
• Healthcare  
• Property and Casualty 

Acquisition:  
• Allstate  

Variable 
Annuities  

Dispositions:  
• Global Commodities 
• Prudential Real Estate and Relocation  
• Prudential Bank and Trust   
• Wealth Management Solutions  
 
Exited:  
• Long Term Care  

Acquisitions:  
• Star / Edison 
• Hartford Individual Life  
• Uni.Asia Life (Joint Venture) 
 
Entered:  
• China Insurance Market with 

Fosun 
• Large case PRT Market with GM 

and Verizon 

Entered:  
• India Insurance 

Market  
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Disciplined execution has included redeployment of resources into growing our 
core businesses and out of non-strategic businesses. 

1999-2004 2005-2007 2008-2009 2010-2014 



International 
Insurance

44%

U.S. 
Insurance

9%

Retirement
16%

Individual 
Annuities

21%

Asset 
Management

10%

ATTRACTIVE MIX OF BUSINESSES AND RISKS 
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1) Adjusted operating income (AOI) excluding market driven and discrete items as shown in disclosure section; exhibit excludes Corporate & Other 
Operations pre-tax loss of $1.3 billion.   

2) Includes U.S. Individual Life and Group Insurance. 

Insurance 
Risk 

Market 
 Risk 

(2) 

Focus on Protection, Retirement and Asset Management produces diversified and 
balanced mix of insurance and market risks. 

Full Year 2014 
Pre-tax Earnings 

$6.3 Billion(1) 



0.0

1.0

2.0

3.0

4.0

5.0

6.0

7.0

1 2
AOI ROE

$1.7

$3.7

$2.5

$5.8
$6.3

2002:            
First Year Post 

IPO

2007:             
Pre-Crisis           

Peak

2009:              
Post-Crisis 

Trough

2013:             
Achieved           

13-14% ROE 
Target

2014:             
Record Level 

Earnings

6.2%

14.1%

10.1%

15.2% 15.8%

EARNINGS AND ROE GROWTH  
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1) Pre-tax AOI excluding market driven and discrete items as shown in disclosure section.  
2) ROE based on after-tax AOI excluding market driven and discrete items as shown in disclosure section; gives effect to direct equity adjustment for 

earnings per share calculation. Based on average attributed equity of the former Financial Services Businesses (FSB) excluding accumulated other 
comprehensive income (AOCI) and adjusted to remove amount included for foreign currency exchange rate remeasurement. 

($ billions) 

(1) (2) 

Earnings are at record levels(1) with a superior business mix and a more conservative  
balance sheet, generating a sustainable ROE of 13% to 14%. 



43%

56%
9%

57%
35%

12/31/2007 3/31/2015

Senior Debt
Hybrids
GAAP Equity

44%

STRENGTHENED BALANCE SHEET 
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(1) 

1) Excludes the impact of the foreign currency exchange rate remeasurement, non-performance risk (net of deferred policy 
acquisition costs), and AOCI on GAAP Equity.    

2) For the former FSB.   

Total Debt 
and Equity  

$47.1B  

Total Debt 
and Equity  

$51.6B  

Reduced debt and a more conservative capital structure  
have strengthened our balance sheet. 

(2) 



2015 AND BEYOND: FORTIFY LEADERSHIP POSITION 
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Focus on Protection, 
Retirement and 

Asset Management

Invest in growth, 
innovation, capabilities 

and infrastructure 

Constructively 
navigate enhanced 

regulatory 
environment

Enrich talent and 
culture

Financial 
Strength



FINANCIAL STRENGTH 
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• Diversified and complementary mix of insurance and market risks 

• Strong balance sheet - capital, liquidity and leverage 

• Sustainable ROE of 13-14% over a market cycle 

• Consistent cash flows from earnings supporting balanced capital deployment 

• Growth in earnings and book value with reduced volatility 



KEY TAKEAWAYS 
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• We are significantly stronger than ever before, and we continue to fortify our 
leadership position 

• We have a demonstrated history of successfully navigating change.  We are 
positioned to thrive in the face of changing competitive, market and 
regulatory dynamics 

• We manage to ‘AA’ standards as financial strength remains core to our value 
proposition to customers, employees, and investors 

• Our consistent strategic focus has produced a diversified and balanced mix 
of insurance and market risks that generate a sustainable ROE of 13-14% 

• Our brand and talent management are competitive advantages and are well 
recognized across the industry 

• We are investing to maintain our competitive advantage in our targeted 
markets, which will further solidify our business and financial profile 























FOUR PILLARS FOR PROFITABLE GROWTH 
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Superior 

Execution in 

Existing 

Business 

 

Product 

Development 

to Meet  

Customer 

Needs 

 

Distribution 

Expansion in 

Proprietary 

and Third 

Party Channels 

Complementing 

Organic Growth 

with M&A 

Our Growth 

Strategies 
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CORE FUNDAMENTAL GROWTH OPPORTUNITIES 
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  Life Planner  

   Operations 

• Continuing Life Planner force growth 

• Expansion in selected markets 

• Inheritance market opportunity in Japan 

   Gibraltar  

      Life &  

      Other  

  Operations 

• Life Consultant force stabilized and poised  

  to grow 

• Expansion in selected markets and third 

  party distribution 

• Inheritance market opportunity in Japan 
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CHALLENGES AND POSITIONING 
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Challenges 

• Selectivity limits pace of growth of Life 

Planner force 

• Expected gradual attrition of large 

acquired blocks of business partly offsets 

business growth 

 

• Aging Japanese population 

 

 

 

• Currency risk 

• Interest rate risk 

 

 

Prudential Positioning 

• Expanding complementary third party 

distribution  

• Building operations in selected growth 

markets 

• Proven track record of M&A and 

business integrations 

• Product solution for retirement financial 

security and inheritance protection needs 

• Lifetime client relationships support 

subsequent sales for changing needs 

 

• Currency hedging programs for income 

and equity 

• Limited portfolio turnover, strong asset 

liability management, emphasis on 

mortality and expense margins 

 

Financial Strength Symposium 6.23.2015 



PRUDENTIAL FINANCIAL, INC.  
INTERNATIONAL INSURANCE 

JOHN HANRAHAN  
SENIOR VICE PRESIDENT  
CHIEF FINANCIAL OFFICER 

 

 



KEY MESSAGES 
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• Exposure 

• Sensitivity 

• Risk mitigation 

 

 

Interest Rate 
• Exposure 

• Sensitivity 

• Risk mitigation 

FX 

Capital 

Management 

• Generation 

• Utilization 

• Solvency margin ratios 
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CURRENCY EXPOSURE 

• Less than half of Japan’s earnings are yen sensitive 

– Certain expenses related to non-yen denominated business are paid in yen and are 
reducing exposure of earnings to yen value changes 

• Contributing factors to declining yen AOI as a percentage of total AOI include 
increase in USD investments, disproportionately higher yen expenses, and weaker 
yen currency exchange rate  
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1) Percentage based on pre-tax AOI excluding market driven and discrete items for our Japanese insurance operations. 

49% 
37% 

51% 
63% 

0% 

10% 

20% 

30% 

40% 

50% 

60% 

70% 

80% 

90% 

100% 

2013 1Q15 

Non-Yen 

 Yen 

       USD/JPY Plan Rate           80     91 

Japan Earnings(1) (Currency Mix) 
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CURRENCY SENSITIVITY 

International Insurance 1Q 2015  

Earnings at Different Yen Hedging Rates(1) 

1) Based on actual and alternative assumed hedging rates for Japanese yen income to U.S. dollars.  
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Hypothetical 

Hedging Rates 
¥110 ¥120 ¥130 ¥140 

Difference from Actual 

Hedging Rate 

21% 32% 43% 54% 

 

Pro Forma Impact to 

AOI 
(6)% (9)% (11)% (13)% 

Pro Forma AOI at 

indicated rates

834 
781 759 741 726 

0 

300 

600 

900 

Actual 
Rate

¥110 ¥120 ¥130 ¥140Actual 

Rate(3)

($ millions) 

   ¥91 

Actual 

  Rate 
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HEDGING OBJECTIVES 
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• Protect Enterprise Earnings and ROE 

• Protect Long-term Value 

• Insulate Solvency Margin Ratio 
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HEDGING CURRENCY EXPOSURE  
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• Yen Hedging Strategy 

Existing Hedges as of 
3/31/15 

$1.9 

$15.5 

$12.1 

$0.7 
$0.8 

Hedge Type 

Forwards 

USD Assets 

Yen Debt 

Dual Currency Bonds 

Protects Long-term Value 

Protects Near-term 

Earnings and Cash Flow 

Protection 

Income Hedge 

Equity Hedge 

($ billions) 
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70

80

90

100

110

120

130

1/1/2009 1/1/2010 1/1/2011 1/1/2012 1/1/2013 1/1/2014 1/1/2015

USD/JPY Spot Rate Hedging Rate Trailing 3-Yr Rolling Avg. Spot Rate

YEN EARNINGS HEDGE 

Historical Yen Spot Rates vs. Hedging Rates 

2010 2011 2012 2013 2014 

(¥) 

¥106 

¥92 

¥85 

¥80 
¥82 

• Expected yen-based AOI is hedged over a 36 month rolling period using a 
series of FX forwards with laddered maturities 

• Each quarter’s expected yen earnings are hedged over the preceding 9 
quarters. The hedged rate is an average of these transactions 

2009 2015 

¥91 

¥99 
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FAIR VALUE OF YEN EQUITY HEDGE(1) 

Equity 

Hedges 

1) As of 3/31/15. 
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Equity Hedge FX Sensitivity 
Spot Rate as of 

3/31/15 

10% JPY 

Appreciation 

10% JPY 

Depreciation 

USD/JPY Rate ¥120 ¥108 ¥132 

Fair Value of Equity Hedges  

($ billions) 

2.4 1.2 3.7 

24% 
 18% 

58% 

0% 

25% 

50% 

75% 

100% 

2015 2016 2017 + 

Maturity Profile of Equity Hedge Settlements 

• $13.6 billion “notional” value of yen exposure 

- $2.4 billion fair value of PFI hedges 

- Cash is realized over time as settlements occur 
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YEN EQUITY HEDGE ILLUSTRATION(1) 
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Weakening Yen 
USD Assets 

Worth More ¥ 

Cash from 
Japan 

Stable Yen 

Strengthening 

Yen 

• We protect our equity investment in Japan by primarily purchasing U.S. dollar 
investments in Japan 

• We hedge these bonds primarily internally, to insulate Solvency Margin 
Ratios from FX volatility.  This can create cash flow transfers between Japan 
and the U.S.   

~800% 

SMR 

~800% 

SMR 

~800% 

SMR 

1) Broadly equivalent solvency margin ratio (SMR) over time. 

USD Assets 
Worth Same ¥ 

No Cash 
Movement 

USD Assets 
Worth Less ¥ 

Cash to 
Japan 
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KEY MITIGANTS FOR INTEREST RATE EXPOSURE 

• Low portfolio turnover 

• Strong asset liability management 

• Emphasis on protection products – stable earnings from mortality and 

expense margins 

• Reprice new business when appropriate to maintain margins 

• Fixed annuity products designed to mitigate interest rate risk (i.e.,  

bi-weekly repricing for new business, market value adjustments) 
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Key Mitigants 

10 Year Government Bond Yield 

• Interest rates have been low in Japan for many years 

0%

1%

2%

3%

4%

5%

6%

7%

8%

1997 1999 2001 2003 2005 2007 2009 2011 2013 2015

JGB UST
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1) Pre-tax AOI excluding market driven and discrete items as shown in disclosure section. The analysis represents assumed investment of renewal premiums and 

reinvestment of investment income and proceeds from maturing investments at market interest rates 25 bps higher or lower than actual rates during the year. 

($ millions) 

• In the near-term, earnings are not materially impacted by modest 

changes in interest rates 

IMPACT OF CHANGING INTEREST RATE ENVIRONMENT  

Earnings(1) 

25 bps 25 bps 

+/- 25 bps = 

~$15 million 

in near-term  
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Sensitivity of AOI to Interest Rate (-25 bp) 2014 2015 2016 2017 

Pro Forma Impact to 2014 Pre-tax AOI ($ millions) (15) (45) (75) (105) 

25 bps 25 bps 

3,304 3,289 3,319 

2013 If Interest rates
-25 bps

If interest rates
+25bps

Investment Margin

Mortality, Expense & 
Other Margin

3,347 3,332 3,362 

2014 
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• Redeployed excess capital of more than 60% of after-tax AOI since 2009(1) 

• As the Japan business matures, we expect capital returned to increase relative to earnings 
as less capital will be needed to support growth 

• Japan returns capital to the U.S. through diverse means and in accordance with regulatory 
standards 

HISTORICAL CAPITAL GENERATION AND REDEPLOYMENT 
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($ billions) 

Historical Capital Redeployment 

1) Through 2014. 

2) After-tax AOI reflects the effective tax rate of the former FSB. 

Forms of Cumulative Redeployment 

Dividends
13%

Debt 
Repayment

27%

Affiliate 
Lending

21%

Acquisition 
Funding and 

Other

39%

(1) 

$11.0 

$6.9 

Cumulative 
2009 - 2014

$1.2 
$1.4 

$1.7 

$2.0 

$2.3 
$2.4 

$0.7 

$0.4 

$1.6 

$1.3 

$1.5 $1.5 

2009 2010 2011 2012 2013 2014

After-Tax AOI Capital Redeployed
(2) 

$7.0 
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SOLVENCY MARGIN RATIO 
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SMR(1) March 31, 2015 Stressed Scenario 

Prudential of Japan 844% ~745% 

Gibraltar Life(2) 882% ~740% 

1) Based on Japanese statutory accounting and risk measurement standards applicable to regulatory filings as of 3/31/15. 

2) Gibraltar consolidated basis. 

3) Represents indicated change applied to asset valuations. 

• Solvency margin position of Prudential’s Japanese insurance 
companies – well capitalized and financially secure 

• Well above our target SMR of 600% - 700% 

Stressed Scenario(3) 

• Japan Equity 

• Real Estate                                     

• USD & AUD FX Rates 

• Interest Rates                                

Down 55% 

Down 35% 

Strengthening 20% 

Up 100 bps 

Financial Strength Symposium 6.23.2015 



































http://www.wpclipart.com/flags/Countries/C/Canada/canada.png.html
http://www.wpclipart.com/flags/Countries/U/United_States/united_states.png.html



















































































































































	2 - Prudential Overview FSS .pdf
	Prudential Financial, Inc.�2015 Financial Strength Symposium 
	Executing on Our Strategy
	Evolution of Our Business 
	Attractive Mix of Businesses and Risks
	Earnings and ROE Growth 
	Strengthened Balance Sheet
	2015 and Beyond: Fortify Leadership Position
	Financial Strength
	Key Takeaways

	6 - Annuities FSS.pdf
	Prudential Financial, Inc. �Annuities
	Individual Annuities Continues to be a Core Component of Prudential's Diversified Business Mix  
	Product Mix
	Product Portfolio – Diversifying our Risk
	Product Diversification
	External Reinsurance Agreement
	Prudential Financial, Inc.�Annuities
	Policyholder Behavior
	Sophisticated Approach using Data Analytics and Emerging Policyholder Behavior Experience
	�
	In Force Cash Flow Analysis
	Profile of Baseline Assumptions for In Force Contracts
	In Force Cash Flows Remain Strong
	The Increased Economic Value of the In Force is not Reflected in the GAAP Liability
	In a Range of Capital Market Scenarios, the In Force Book Produces Positive Cash Flows
	Strong Cash Flows Even if Policyholder Behavior Deviates from Expectations
	Resilient Cash Flows Despite Severely Adverse Markets and Policyholder Behavior Stresses
	Cash Flows Remain Positive Across All of the Stochastically Modeled Paths
	Balance Sheet Strength
	GAAP Balance Sheet - Annuity Footprint(1)
	Claim Absorption Resources in VA Captive Exceed Statutory Reserve Credit(1)(2)
	Individual Annuities Continues to be a Core Component of Prudential's Diversified Business Mix  

	8 - Financial Management FSS.pdf
	Prudential Financial, Inc.�Financial Management
	Defining Success
	Focus on Protection, Retirement and Asset Management Provides a Diversified and Balanced Mix of Insurance and Market Risks
	We Have Substantial On Balance Sheet Capital Capacity
	Capital Structure Near Target
	Total Leverage Ratio within Target of < 45% 
	Substantial Holding Company Cash �and Sources of Liquidity
	Managing Risk Through Multiple Lenses
	Risk Management Strategies
	Mortality and Longevity Risk Exposure: �Business Mix Produces Offsetting Impacts
	Market Risk Management
	Capital Protection Framework
	Track Record of Financial Performance(1)
	Strong History of Capital Deployment 
	Key Takeaways
	Prudential Financial, Inc.�2015 Financial Strength Symposium


