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Asian Insurance Market Targeted by Prudential

AlG, which received an $85bn
Federal Reserve loan during
the financial crisis, is ex-
pected to sell off its Asian arm
(AIA) to Prudential - the UK’s
largest insurer - in a deal to-
talling $35.5bn (£23.5bn). In a
growing trend where busi-
nesses are aligning their
growth strategies towards the
East, Prudential will become
the dominant foreign insur-
ance giant in the Asia region
should the deal pull through -
a third of its global sales are
generated from Asia.

Over the weekend, AIG’s chief
executive, Robert Benmosche,
had abandoned a planned $10-
$20bn listing of AIA on the
Hong Kong

stock exchange

on  Thursday
with the
NASDAQ up
0.51%, while the
DJIA rose 0.46%
and the S&P 500

gained 0.37%.

In Asia, Friday
the indexes
closed up at the
end of the day's
trading,  with
the Hang Seng
leading the ad-
vance, up by
1.03%.

instead opting for the AIA ac-
quisition. Included in the
terms of the acquisition, AIG is
expected to receive $25bn in
cash, $5.5bn in stock, $3bn in
mandatory convertible notes
and $2bn in preferred stock. It
is unlikely that there will be a
counter bid by rivals.

Prudential is looking to raise
an estimated $20bn to help
fund the bid. Its planned share
offering that is structured as a
rights issue has been under-
written by Credit Suisse, HSBC
and JP Morgan Cazenove. They
are acting as joint global co-
ordinators and book runners.
On Friday, Prudential an-
nounced that the Singapore
sovereign wealth fund GIC and
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Qatar Holding LLC had also
committed to underwriting a
significant portion of its
planned $20 billion rights
issue that will help fund the
AlA deal.

Sources working closely on
the deal have said that Pru-
dential may exit some Asian
markets such as Australia,
New Zealand, South Korea
and Taiwan due to low mar-
ket share. It is believed asset
sales could reach $1bn. Tid-
jane Thiam, Prudentials chief
executive, is currently on a
three day tour of AlA’s office
to reassure staff over their
job loss concerns and to se-
cure support for the deal.

Prudential expected to buy AIG’s Asian arm

Alex Tang
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Dispelled Fears Lift
Capital Markets -« o

Bond and equity markets closed
on cheerier note yesterday,
spurred on by lower than ex-
pected US unemployment fig-
ures, and Greece's largest bond
issue in a long while. The issue,
€5bn (£4.5bn) in 10-year bonds,
was evidence of renewed confi-
dence in the markets and the
Greek government's ability to
meet its debt repayments. Only
a few weeks ago it would have
struggled to raise any money in
t he markets.

However, the interest rate
Greece has been forced to pay
to attract investors, 6.25%, is
the highest it has paid for a 10-
year bond since it joined the
Euro in 2001. The interest rate
is over double the rate Germany
is paying (the strongest EU
economy). German officials
made it clear they saw the issue
as confirmation that Greece
could win back investor confi-
dence without Euro zone aid.
However, currency strategists
said such punitive rates were
not sustainable. Nonetheless,
investors are likely to remain

wary as Greece will soon have
to raise more money in the
capital markets. It needs €10bn
to refinance debt and meet
interest payments in April.

Across the pond, US stocks
ended higher, helped by better-
than-expected initial jobless
claims and productivity figures,
boosting investor sentiment.
The number of US workers filing
new applications for unemploy-
ment benefits fell last week to
469,000 against expectations of
475,000. US productivity was
stronger in the fourth quarter
than analysts expected, rising
6.9% on an annualised basis.
The S&P 500 ended 0.4% higher
at 1,122.97, the Dow Jones
Industrial Average was up 0.5%
to 10,444.14 and the Nasdaq
was 0.5 per cent higher at
2,292.31. Before the opening
bell a number of US retailers
announced their February same
-store sales data. The results
were largely better than ex-
pected suggesting that con-
sumer spending may be recov-
ering.
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Positive Earnings Announced by JordanHinze

several institutions.

HSBC have reported a 24% drop in their
pre tax profits of 2009 due to large
amount of write downs that the bank
faced. However taking these one-off
factors out of the equation, the profits
of the bank have actually increased by
56% to £8.8bn. HSBC is one of the
banks that has not received any state
funding. “Throughout the crisis, HSBC
has remained profitable, financially
strong and independent of their share-
holders” states Chairman Stephen
Green. Meanwhile the bank’s chief
executive, Michael Geoghegan will give
up his £4m bonus to charity.

The earnings of Aviva follow those of
HSBC. The global insurer posted a 3%
increase in 2009 profit. Its operating
profit was up £3.48bn from £3.37bn.
The news comes to light as Aviva fo-
cuses its strategies on its main market-
Europe. It aims to grow its life and
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pensions book whilst seeking to cut
costs. Whilst pinning its hopes on
Europe, Prudential has completed a
successful takeover of AlA, the Asian
arm of American insurer AlG. Prudential
reported a £1.7bn pre tax profit yester-
day.

More positive news came out today as
Standard Chartered also posted very
solid results of £3.4bn. The 13% in-
crease can be credited to the strong
recovery of the African and Asian mar-
kets, core markets of Standard char-
tered. This is the seventh successive
year of record profits and earnings of
the bank.

It would seem that some kind of recov-
ery of the financial markets is indeed
on the go albeit very slowly. However it
may be too early to celebrate as the
earnings of other financial institutions
have yet to be released.

Bradley Wright

jetote]

The Treasury’s ‘Super Tax’ has resulted
in a £2.5bn windfall for the UK Treas-
ury. The bonus tax, launched by Alis-
tair Darling, has resulted in extra tax
revenue on bankers bonuses of over a
billion pounds.

jetote]

UK producer prices have risen by more
than 4% in the 14 months to February.
Prices of goods leaving factory gates
doubled their average rate over the
past decade according to official fig-
ures.

jetetel

Sovereign Wealth Fund’s of Qatar and
Singapore have joined more than 30
global banking institutions in under-
writing Pru’s $20bn rights issue.

jetete

Manchester United, the UK football
club is considering ending ties with
Goldman Sachs after Goldman’s chief
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economist Jim O’Neill spearheaded a
consortium of supporters trying to over-
throw the current ownership.

jotetel

Vikram Pandit, CEO at Citigroup,
blamed short selling, rather than self-
inflicted weaknesses, for the bank’s
near-collapse in 2008 and continued to
thank taxpayers for its government bail-
out.

joteed

Qil prices rose whilst base metals made
modest gains as commodity markets
traded cautiously ahead of vital US em-
ployment data for February. Nymex
April WTI rose 49 cents to $80.70 a bar-
rel while ICE April Brent added 58 cents
to $79.12 a barrel.
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Greece is prepared to turn to the Inter-
national Monetary Fund for financial
assistance if its European neighbours
fail too. This comes after it announcing
the toughest spending cuts in decades.
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Sources: www.theft.com, www.reuters.com, www.economist.com, www.timesonline.com, www.bbc.co.uk, www.yahoofinance.com, www.bloomberg.com
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