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Executive Summary

We recommend CIMG buy JXN with a price target of $54.45 giving us 50% 
upside.

Jackson Financial Inc. is the leading variable annuity operator in the U.S. that 
recently went through a demerger with Prudential plc.

Jackson currently holds a leading market position with ~17% market share and does 
not appear to be at any threat of being overtaken in the near term.

Compelling retirement value proposition and prudent pricing coupled with broad 
distribution capabilities allows Jackson to have an industry leading ROE.

We see this demerger as a special situation to own a market leader in terms of 
scale, size and efficiency at a significant discount to its intrinsic value.

Annuity Annuity
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Annuities 101

How does Jackson Make Money?

Types of Annuities

Pays at a fixed rate

Pays based on the 
value of an external 

index

You own 
investments inside 

the account

Low
est R

isk
H

ighest R
isk

Fixed Annuity

Fixed Index Annuity

Variable Annuity

Tax deferral
Principal 
protection

Tax deferral
Market 
exposure w/ 
no risk

Tax deferral
Investment 
options

Lower returns
No control or 
visibility on the 
funds

Limited market 
participation
Limits on 
potential returns

High costs
May lose 
principal

ConsProsPayout

Annuities are fixed-income assets utilized by individuals nearing retirement

Annuity Type

Optional 
enhancement 

to annuity 
contract for 

additional fees 
to protect 
downside

Rider

Policyholder 
purchases annuity

Jackson begins 
using capital

Policy reaches 
maturity

JXN Inflows

JXN Outflows

Capital growth 
period

Initial capital 
injection

6-7% fee to 
agent/broker

Annuity fees

Invest capital 
in market

Annuity 
fees

Market 
returns

Potential 
withdrawals

Annuity 
payments

Annuity 
fees

Market 
returns
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Introducing Jackson Financial (JXN)
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Company Overview

1961
Founded
Jackson was founded 
in Jackson, Michigan

1986
Prudential PLC
Jackson purchased by 
Prudential for $608m

We’re here to sell you an annuity…business!

2021
Demerger
Jackson completes 
demerger from Prudential

2020
Third Point Letter
Third Point calls for 
Jackson/Prudential break up

2020 
Apollo/Athene Contract
Apollo initiates 10% stake in 
Jackson

1995
Variable Annuity
Jackson introduces its first 
variable annuity

2010
Asset Milestone
Assets under management 
exceed $100 billion 

Operating Structure Distribution of Annuities

Retail Annuities96% of 
EBIT

Institutional Products4% of 
EBIT

Closed Life and Annuity Blocks<1% of 
EBIT

� Variable Annuities 
� Fixed & Fixed Index Annuities
� Registered index linked annuities (RILA’s)

� Guaranteed investment insurance 
contracts (GIC’s)

� Group payout annuities
� Life insurance (discontinued in 2012)

Independent 
Broker Dealers

Banks & Financial 
Institutions

Wirehouses and 
Broker Dealers

Independent 
RIA’s and Agents
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Tearsheet
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(Very) Recent Stock History Financial Snapshot

Market Cap $3.29B

P/E 1.62x

Dividend Yield 5.75%

Book Value 0.32x

YTD ROE 34.6%

52 Week High $33.59

52 Week Low $24.03

Historical Operating Snapshot

$547 
$645 

$568 
$636 

$487 

3Q20 4Q20 1Q21 2Q21 3Q21

Adjusted Operating Earnings ($ in millions)

Adj. operating earnings were down compared to 
Q3 ’20 due to higher income from Private Equity

($ in millions) 2018 2019 2020
Total Revenue 13,677$    3,478$      3,206$      
Pretax Income 2,393$      (811)$        (2,491)$     

Sales By Product
VA with lifetime benefit guarantees 66% 52% 69%
VA w/o lifetime benefit guarantees 29% 23% 24%
Fixed Annuity/Fixed Indexed Annuity 5% 25% 7%
Total Product Sales $17,465 $19,709 $17,944

Sales By Variable Annuuities
VA with lifetime benefit guarantees 69% 70% 74%
VA w/o lifetime benefit guarantees 31% 30% 26%
Total VA Sales $16,678 $14,694 $16,621

Total Sale % by Channel
Independent broker-dealers 71% 63% 69%
Banks and other financial institutions 13% 18% 15%
Wirehouses and regional broker-dealerrs 15% 17% 15%
IPA channel 1% 2% 1%
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An Attractive Product to a Growing Total Addressable Market 

Projected Distribution of Cumulative New Retirees Assets ($ in billions)

Jackson’s annuities enable Americans to pursue financial freedom for life.

$3,378

$18,689

$32,742

$46,108

$61,209
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$70,000

2020 2025 2030 2035 2040

Only 38% of Americans have a pension 
or annuity to provide steady income in 

retirement

Total Annuity Sales by Product Type ($ in billions)

(1) https://www.iii.org/fact-statistic/facts-statistics-annuities

Total industry annuity sales for the first 9 months of 2021 were the strongest year to date period since 2008

2016

2017

2018

2019

2020

Variable Fixed Total 

$104.7 $117.4 $222.1

$98.2 $105.3 $203.5

$100.2 $133.6 $233.8 

$101.9 $139.8 $241.7

$98.6 $120.5 $218.1

Annuities provide income for life, 
ensuring Americans do not outlive 

their assets

No limit on annual contribution 
allowing for larger tax deferred 

retirement “accounts”
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Well-Established as an Industry Leader

Largest industry market share… … at a lower cost than its peers
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#1 in 64% of Variable Annuity 
Distribution Channels

~600 Distribution 
Partners 140k+ Reps

33% higher Variable annuity sales per 
Wholesaler vs Nearest Competitor

Leader in Distribution

$99B

2021 Industry Variable Annuity Sales by Channel

Ind. B-D
42%

Bank 
11%

Wire
11%

Career 
24%

Direct 
11%

Ind. Agent 
1%

Jackson #1 
Position

#1 VA sales in 
Independent 

Broker Dealer

#1 VA sales in 
bank channel

#1 VA sales in 
Wirehouse

channel

Expenses Incurred as a % of Premium Dollars Earned
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Life 
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26%

57% 58%
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Why Now - Separation from Prudential
Activist investors, Third Point Management, call for Prudential separation

“In order to address the issues and close the yawning gap between share price and intrinsic value, Third Point urges…”

q Create two stand-alone, focused companies: Separate Jackson from PruAsia

q Bespoke capital allocation policies: Pivot from dividend growth to long term value creation as the central priority and manage 
capital to build a strong balance sheet, which will enhance strategic optionality and increased valuation certainty.

q Eliminate central costs: Eliminate duplicative “Group Head Office” costs. 

q Recruit best-in-class management teams and boards: Introduce an incentive scheme at Jackson that rewards long-term 
value creation as an independent entity. 

Existing Prudential 
Shareholders

~69.2% economic interest
Prudential plc

~19.7% economic interest
Athene

~11.1% economic interest

Prudential plans to reduce 19.9% stake to under 10% within 12 months

Athene does not intend to be a “long-term” shareholder

Post-Separation Operating Structure

“
Prudential PLC’s two separately managed 
franchises… have distinct strengths but share no 
discernible benefit from being operated under 
the same corporate umbrella. – Dan Loeb “

Jackson is a leading US-focused annuity writer 
with best-in-class distribution, high diversification 
and its own impressive track record involving its 
conservative hedging policy. – Dan Loeb
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Minimum cash requirement at 
holding company is $250 million

$325-$425 million cash return to 
shareholders in first 12 months 

after demerger

Q3 Update  

Continued to broaden distribution capabilities… …while increasing their RBC ratio

Capital Management and Allocation

Sustained momentum through demerger completion

(1) Deferred Contribution

525+
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RBC Ratio History

Launched Jackson Market Link Pro Suite (RILA)___

“
In addition to our strong financial performance, 
we are building momentum operationally and 
strategically. – Laura Prieskorn CEO

Entered DC1 market partnering w/ AllianceBernstein

$4.8 billion total annuity sales in the third quarter__

Declared a $0.50 per share dividend 
for 2021 Q4

Approved a $300 million share
repurchase program

Holding company cash position over 
$800 million
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Valuation
Recommend a BUY at $36.36 per share with an upside of 50%

6.9x ‘23E P/FCF

� Significant pre-
2008 VA 
exposure

� 79% of EBIT 
from VA

� 6% market 
share

� Industry low 
financial 
leverage ratio

� Moderate pre-
2008 VA exposure

� 52% of EBIT from 
VA

� Starting to 
transition to P&C 
focus

� AllianceBernstein 
majority owner

� 31% of EBIT from 
VA

� 2nd highest risk-
based capital 
ratio in industry 
(behind JXN)

� Leader in fixed 
annuity sales

� Leader in indexed 
annuity sales

7.0x – 12.0x

� <5% pre-2008 VA 
exposure

� 98% of EBIT from 
VA

� Industry leading 
ROE & Net 
promoter score

� Ranked #1 VA 
operator in 3 of 4 
distribution channels

9.0x ‘23E P/FCF 11.9x ‘23E P/FCF

Primary Comps
Ticker Company Market Cap  ($ in mil) 2023E 2023E
BHF Brighthouse 4,170$                              500 6.9x
EQH Equitable 13,810$                            1291 8.4x
LNC Lincoln 13,560$                            1014 11.9x
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Valuation

Sensitivity Analysis

Apollo’s investment implies an equity value of $4.5 billion

“
“Special situations, as we define them appeal mightily to one class of 
temperament for the very reason that they leave other people cold. They lack 
industrial glamour, speculative dynamite, or more sober growth prospects. But 
they do afford the analyst an opportunity to deal with security values very 
much as the merchant deals with his inventory” –Benjamin Graham

 P/FCF Multiple 9.0x 9.5x 10.0x 10.5x 11.0x 11.5x 12.0x
 Equity Value $4,209 $4,443 $4,677 $4,911 $5,145 $5,379 $5,612 
 Implied Share Price $44.55 $47.02 $49.50 $51.97 $54.45 $56.92 $59.40 

 Upside 23% 29% 36% 43% 50% 57% 63%

Jackson Financial Inc. 
Discount Rate 12%
P/FCF Multiple 11.0x
2023E FCF 467.7

Equity Value 5,144.74    

Diluted Shares Outstanding 94.5
Value Per Share 54.45$       
Current Share Price 36.36$       
P/V 0.67
Upside 50%
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Appendix



13

Athene Reinsurance Information

Why do companies reinsure? How does reinsurance work?

2020 Athene Reinsurance of Jackson

Keep financial ratios at desirable levels (Writing 
annuities is capital intensive)

Insurer gains access to expertise of the reinsurer

Reduce concentration of risk (If writing through one 
entity, can offload some of this exposure)

$28.8B fixed annuity book

11.1% equity stake

$500M of capital +80% RBC ratio

Reinsures
$1.25B 

commission

Retains servicing and 
administration

$28.8B of assets to manage
ProvidesReceives

Partnership with an 
industry leader

Increase in funds 
under management

Companies that need to increase solvency ratios 
(Jackson) may seek reinsurance 

Reinsurer essentially takes on the assets to manage, 
but must now pay fees to the contract holder

Reinsurer essentially takes on the assets to manage in 
addition to the following risks

Investment risk Surrender risk Lapse risk
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Brighthouse Demerges from MetLife

Why did they demerge? Positives since Demerger

Brighthouse

Each entity can focus on their 
own respective specialties

Allow Brighthouse to better 
serve U.S. retail

Avoid special designation by 
SEC

New definition of Fiduciary in 
2016

Have repurchased 31% of shares outstanding since separation

$1B of common stock purchase authorized in August

Have unlocked $3B in statutory capital since 2019

Paid a $250M dividend in 2021 while maintaining statutory capital

Had a hard time maintaining 
MetLife reputation

6% VA Market Share

79% of revenues from 
annuities

Bullish market sentiment at 
time of demerger

Jackson

Lending since 80s, leading VA 
provider 8 of last 9 years

16.8% VA market share (5% 
higher than next comp)

99% of earnings from VAs 
(Long RILAs)

Fixed income gaining 
popularity due to fear

VS



15

Equitable’s Return to Independence

Initial IPO (2018) Secondary Offerings

AXA “Ambition 2020” Transition Plan

$2.75B
24.5% shares 
outstanding

AXA needed funds for XL 
Group acquisition

Largest Insurance IPO since 
2002

Life/Annuities  Property and 
Casualty

Came up $1B short of funding 
goal

Results of the Plan

AXA’s plan to transition to a Property & 
Casualty firm meant further reducing stake

Now own less than 10% of Equitable

All remaining members of BOD tied to AXA 
have since rolled off

In 2017, AXA began transition from a diversified 
insurance firm to Property and Casualty

Largely due to changes in solvency and accounting 
laws for European insurance companies

Acquired XL Group, a global P&C firm, in 2018, for 
$15.3B 

Plan was to ensure shareholder expectations are met 
and “transform company for tomorrows growth”

• AXA has completely withdrawn from life, 
savings, and asset management

• Results in the business being less sensitive to 
financial risk

• XL business has been reasonably integrated into 
AXA Group

• Have transitioned from “payer to partner,” by 
developing new services to interact with 
customers (such as medical centers linked to 
their health insurance business)
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What’s an Annuity?

• Full participation in up and down-market 
returns

• Guaranteed minimum payments for life 
available  

• Guaranteed minimum payment to 
beneficiaries available 

• Participation in market-linked growth
• Full principal protection
• Guaranteed minimum payments for life available

• Participation in market-linked growth
• Partial principal protection available through return 

floors and downside buffers
• Guaranteed minimum payment to beneficiaries 

available 

Annuities come in a variety of types, each with different pros and cons

VARIABLE 
ANNUITIES

REGISTERED 
INDEX-LINKED 

ANNUITIES

FIXED INDEX 
ANNUITIES

FIXED ANNUITIES
• Guaranteed return for a set term
• Full principal protection 
• Guaranteed minimum payments for life available 

P
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tia

l R
et
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n

Low

High

High
Market Risk
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Rider Breakdown

Guaranteed Minimum Withdrawal 
Benefit (GMWB)

Certain % of premiums can be 
withdrawn annually until principal 

is depleted

Guaranteed Minimum Investment 
Benefit (GMIB)

Guaranteed Minimum Accumulation 
Benefit (GMAB)

Guaranteed Minimum Death Benefit 
(GMDB)

Guarantees that upon 
annuitization, payments will equal 
or exceed a set minimum amount

Guarantees after a specified # of 
years, contract amount will exceed 

a set minimum amount

Guarantees a minimum payment 
amount to beneficiary if 

policyholder dies
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Management

LAURA PRIESKORN
Chief Executive Officer

33+ Years of Experience

CHAD MYERS
Vice Chairman, Jackson Holdings

32+ Years of Experience

MARCIA WADSTEN
Chief Financial Officer

30+ Years of Experience

Feb 2021: CEO JXN
April 2019: COO JXN

Jan 2010: Senior Vice President 
Operations, Chief Administration 

Officer

Feb 2021: CFO JXN
2016-2021: Senior Vice 

President & Chief Actuary

Feb 2020: Vice Chairman JXN
Feb 2011-Feb 2020: CFO & 

Executive Vice President
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Hedging Cheat Sheet

Macroeconomic Factor Impact to Hedging Book Reason

Equity Markets Up Positive Hedges fully mark to fair value each quarterly 
update.

Equity Markets Down Negative

Risk Free Rates Up Positive Few accounts (i.e.: fixed annuities) are directly 
related to this).

Risk Free Rates Down Negative

Credit Spreads Up Positive Liabilities are discounted using an allowance 
for credit risk, higher spread reduce liabilities.
JXN does not hedge for thisCredit Spreads Down Negative

Implied Volatility Up Negative Liabilities are sensitive to moves in implied 
volatility. Jackson prices in a high degree of 
realized volatility on necessary contracts.
JXN does not hedge for this

Implied Volatility Down Positive
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Hedging Success

(1) Decline due to investment losses and asset impairments, not variable annuity hedging results 
• RBC relatively flat to December 31, 2007 excluding these items and dividends to stockholders
• Variable annuity reserves net of hedging positive in 2008 

(2) Benefited from realization of “latent capital” due to variable annuity “floored” reserves based on cash 
surrender value and hedge performance

(3) Severe combo shock including basis risk under new variable annuity capital regime with required capital 
increase moving in line with statutory capital

Global Financial Crisis 2018 Equity Stock COVID-19 Pandemic

RBC Ratio Before and After Stress

560

438

>409

458

366 340-365

1 2 3 4 5 6Dec 2007 Jun 2018 Dec 2018 Mar 2020Dec 2019Dec 2008

Excluding investment 
losses and dividends (2)

1 2 3
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Registered Index-Linked Annuities

Industry RILA Sales ($ Billion)
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Fastest Growing Annuity in the U.S.

What is it?

How does it compare to other annuities?

Pros Cons
• Allows customer to 

choose where their 
money is invested

• Allows customer to 
invest with less risk

• Tax deferral

• No annual fees

• Less liquidity

• Provides less stable 
guaranteed income 
than many other 
annuities

• Complexity

• Tax deferred annuity that’s performance is linked 
to an Index (or multiple Indexes)

• Can choose multiple protection levels that limit 
potential downside:

• Buffer – protects loss up to a specific amount

• Floor – protects  loss after a specific threshold
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Compensation Structure 

• Align incentives to business objectives
• Link executive pay to performance
• Retention of high caliber employees
• Consistency 

Objectives

• Employees responsibilities
• Individual performance and experience
• Salaries of other roles
• Economic conditions 

Base Salary

The Incentive 
Plan

October 4, 
2021

Recognition of 
Compensation 
Modifications


