Business unit review

Asset management
Asia

Prudential's asset management business in Asia supports
the Life Business, and has established itself as an increasingly
material retail business in its own right. Today it has retail
operations in 10 markets and is the only foreign fund
manager with a top five market share position in more than
one Asian country.

The mutual fund industry continues to diversify its
investments; expectations are for a significant increase in
net flows over the coming years. Bank distribution continues
to dominate in most markets in Asia, and Prudential has
established strong relationships with both regional and local
banks and places great emphasis on providing good service.

Current initiatives

Fund innovation is essential in maintaining sales levels

and distribution agreements, and during 2007 Prudential's
operations launched 71 new funds. The largest of which
include two India funds for Japan; the India Equity Fund and
the India Infrastructure Fund. The China Dragon A Share Equity
Fund in Korea reached its regulatory cap in two weeks and

the Asia Pacific REIT in Taiwan also reached its regulatory cap.

A key achievement in 2007 was the expansion of regional
distribution relationships with Citi and HSBC. The Asian
asset management business also signed a global partnership
agreement with HSBC Private Banking and is now part of the
Credit Suisse Fundslab platform.

Greater deregulation and higher allocations by sovereign
wealth and other institutional investors in foreign investments
is driving the growth of offshore funds in the market and
Prudential is also developing its institutional asset management
business in Asia, winning mandates of £0.5 billion during 2007.

Prudential launched a retail mutual fund business in
Hong Kong in October 2007. Since launch six distribution
relationships have been signed, including banks, financial
advisers and an online portal.

The United Arab Emirates operation also made good
progress with 13 distribution agreements signed since launch
a year ago and with funds under management of £397 million.

In August 2007, Prudential increased its stake in CITIC
Prudential Fund Management, its joint venture with CITIC
Group in China, from 33 per cent to 49 per cent, following
approval from regulators. This joint venture launched its
first Qualified Foreign Institutional Investor fund in Korea
in May 2007 and hit its £100 million quota.

Financial performance

Prudential's asset management business achieved record
net inflows for 2007 of £3 billion, up 23 per cent on 2006.
The growth in net flows was primarily driven by strong
performance in India, Taiwan and Japan. Funds under
management in these three countries increased by 65 per
cent, 49 per cent and 46 per cent respectively. In total during
2007, retail funds under management grew by 39 per cent
to £17.4 billion.

IFRS profits from asset management operations were
£72 million, up 53 per cent on 2006. Operating profits in terms
of basis points on funds under management increased from
18 basis points in 2006 to 21 in 2007. The asset management
business requires very little capital to support its growth and
in 2007 it remitted a net £371 million to the Group.

. 2007 2006 Change 2006 Change
Asia £m £m % £m %
Net investment flows 2,961 2,410 23 2,532 17
Total IFRS operating profit* 72 47 53 50 44

*Based on longer-term investment returns.
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