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A special situation offers CIMG the opportunity to buy a
strong business at a significant discount

Financials --------------------

Following Jackson’s separation from Prudential, there has been downward pressure on the
stock related to the upcoming sell off from their two largest shareholders, Prudential and
Athene. While Jackson should trade at some discount to its peers given its higher exposure to
variable annuities, the current discount is outsized due to the selling pressure.
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Investment Thesis
U.S. retirement savings and income solutions market presents a compelling growth
opportunity. JXN recognizes their primary target market for their annuities as individuals in
their 30’s - 50’s who have a moderate to low risk tolerance and are ~20 years away from
retirement. Over the next decade, the proportion of the U.S. population age 60 (average
retirement age) or older is expected to grow at a rate double the total U.S. population. This
means 112 million individuals will be age 60 or older by the year 2030 with their expected
assets to total ~$32 trillion by 2026. JXN’s recent separation and introduction of their new RILA
annuity coupled with a growing TAM, offer tremendous opportunities in fee revenue growth
as they look to reap the benefits of over the next few years on their top line.
Experienced operator in the industry with new product offering. Jackson is currently the
market leader holding 15% market share in the variable annuity industry while also operating
with a higher ROE than all its pure play peers. Registered linked index annuities (RILA’s) are a
newer product in the variable annuity space that were introduced in 2010. Since inception,
they have gained significant popularity and in 2014, they accounted for 1.4% of total variable
annuity sales or $1.9 billion. By 2017, RILA sales had increased nearly fivefold to around $9.2
billion and in 2020, they totaled $24.1 billion. While some operators in the industry will see
funding issues with launching new products, JXN’s recent separation accelerated their ramp up
process on these products and they have officially begun sales as of Q2 2021. Additionally,
JXN’s strong distribution network will enable them to capture and grow market share in an
already proven successful product line.
Institutional backing in favor of JXN valuation:
Apollo
Apollo owned Athene Holdings initiated a $500m stake in Jackson in the summer of 2020 after
reinsuring $27 billion in traditional fixed annuities and indexed annuities held by Jackson.
When Athene took this 11% stake in Jackson, this implied JXN’s value at $4.5 billion.
Third Point Management
In 2020, a letter was sent from Third Point Management, an activist hedge fund, to Prudential
suggesting that Jackson be separated from the rest of the business. Dan Loeb pointed out that
the two businesses did not complement each other’s expense structure in current standing
and Prudential’s current capital allocation strategy needed to be refocused.
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Figure 1: T2M Stock Chart & Volume
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Valuation Overview
In the annuity space, we understand most investors will value operators on a multiple of
expected free cash flow rather than on GAAP operating earnings. We labeled the primary
comparable companies of the variable annuity space as Brighthouse, Lincoln and Equitable and
found their expected cash flow multiples for 2023. Due to JXN being the industry leader in
pure play variable annuities, we identify that JXN should trade at a premium to Equitable and
Brighthouse – both being other pure play variable annuity operators - but at a discount to
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Lincoln due to their business not solely operating in variable annuities. Using an 11.0x P/FCF
multiple on ’23E FCF, we arrived at a price target of $54.45, giving us 50% upside.

Company Overview
Jackson is a leading retirement solutions provider, operating with three distinct business
segments: Retail Annuities, Institutional Products, and Closed Blocks.

Retail Annuities (96% of pretax earnings)

Variable Annuities
• Primary product offering with broad investment options, allocation flexibility and
optional living and death benefit riders
• RILA in 2021
Fixed & Fixed Index Annuities
• Products offering fixed credit rates based on equity market exposure up to a cap

Institutional Products (4% of pretax earnings)
•

GICs, funding agreements and medium-term note funding agreements

Closed Blocks (<1% of pretax earnings)
•

Primarily composed of blocks acquired since 2004, including group payout annuities
and fixed and fixed index annuities

Company History
From 1986 to September 2021, Jackson was a part of Prudential PLC, a UK-based company
that specializes in life and health insurance and retirement/asset management solutions. In
the beginning of January 2021, Prudential announced their intent to separate Jackson from
their business, and this was completed through a demerger. Although JXN has been trading on
their own for a month, they currently trade at a significant discount to peers and represent a
clear opportunity to buy an industry leader for a cheap price.
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