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WHAT IS BEING TRANSFERRED?

• 50,000 With Profit Annuities (WPAs)
• Assets of £1,800 Million
• About 1/5 of Equitable With Profit Fund

THE TRANSFER OF WITH PROFIT ANNUITIES TO THE PRUDENTIAL

WHY?

• Equitable is still very weak
• It can only invest for low growth – 3½%
• WPAs constructed on higher assumptions
• Result - Many WPAs are going DOWN

THE TRANSFER OF WITH PROFIT ANNUITIES TO THE PRUDENTIAL
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WHAT WILL NOT CHANGE?

• Contract Terms
• Joint Lives / Single Life
• Guaranteed investment rate (the GIR), 

usually 3½% - Contracts before Jul 1996
• Original future growth assumptions 
• Initial Pension Level

WPAs will NOT get a new policy from the 
Prudential with different provisions

THE TRANSFER OF WITH PROFIT ANNUITIES TO THE PRUDENTIAL

WHAT WILL CHANGE?

From 1 Jan 2008 the Prudential will be 
responsible for:

• Administration and payments
• Investment of underlying assets
• Bonuses

THE TRANSFER OF WITH PROFIT ANNUITIES TO THE PRUDENTIAL
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THE TRANSFER OF WITH PROFIT ANNUITIES TO THE PRUDENTIAL

PRUDENTIAL PLC

£250.7bnFunds under management (at 31 Dec 2006)

£18.9bnMarket Capitalisation (Oct 2007)

£5.5bnShareholders’ Equity (at 31 December 2006)

£3.2bnProfit before Tax (2006 Year)

Financial Statistics 

WHAT IS IN IT FOR THE PRU?

£1,800m of New Business 

Profit on 1% Charges

THE TRANSFER OF WITH PROFIT ANNUITIES TO THE PRUDENTIAL

£9bn£76bnWith Profit Fund Size

100100

8429Fixed interest & Cash

1671Growth Investments

918Property & Other

753UK and Overseas Equities

EL%PRU %INVESTMENT PROFILE
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THE TRANSFER OF WITH PROFIT ANNUITIES TO THE PRUDENTIAL

PRUDENTIAL’S OWN WP ANNUITIES

9.29%15 years

6.32%10 years

8.17%5 years

Overall 
Average 
Bonus added

Years since 
annuity 
started

Caution
ex-Equitable Life policyholders will NOT be receiving equivalent policies

past performance is no guide to the future.

WHY SHOULD THE PRU DO BETTER WITH 
THE SAME MONEY?

• Bigger (£76bn) and Stronger (4.7x Reg margin)
• Can invest for growth
• Good track record
• Will re-insure Mortality & Guarantee risks (at a 

price)
• Can provide SOME smoothing in bad times

THE TRANSFER OF WITH PROFIT ANNUITIES TO THE PRUDENTIAL
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WILL MY GOVT COMPENSATION GO TO 
EQUITABLE?

NO 
• Not fit to receive it
• Being broken up & run down
• Your WPA now with the Prudential

WILL I GET A WINDFALL FROM PRU?
NO

THE TRANSFER OF WITH PROFIT ANNUITIES TO THE PRUDENTIAL
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THE TRANSFER OF WITH PROFIT ANNUITIES TO THE 
PRUDENTIAL

Hot AirGood & 
Consistent

Track 
Record

Actuaries expelled Ranson
for not having one

YesSmoothing 
Strategy

No – bonuses higher than 
profits

Yes - positiveSmoothing 
Kitty 

EquitablePrudential

• CONCLUSIONS

• Big Company 
• Good Fund
• Better chance of growth at some risk

• As good a deal as with profit annuitants 
are likely to get.

THE TRANSFER OF WITH PROFIT ANNUITIES TO THE PRUDENTIAL

Full Report on EMAG Web-Site - http://www.emag.org.uk


