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Foreword
The Strategic report on pages 1 to 38 contains information about

Aviva, how we create value and how we run our business. It includes

our strategy, business model, market outlook and key performance
indicators, as well as our approach to sustainability and risk.

The digital format of this report ensures we are ready for guidelines
relating to the Financial Reporting Council’s Digital Reporting and
ESMA European Single Electronic Format.

To supplement the regulatory disclosures in this report, you can
find more regular news and insights into Aviva throughout the year
on our website at www.aviva.com.

The Strategic report is only part of the Annual report and accounts
2018. The Strategic report was approved by the Board on 6 March
2019 and signed on its behalf by Sir Adrian Montague, Chairman.

Non-Financial Reporting Regulations

Under sections 414CA and 414CB of the Companies Act 2006, as
introduced by the Companies, Partnerships and Groups (Accounts
and Non-Financial Reporting) Regulations 2016, Aviva is required
to include, in its Strategic Report, a non-financial statement.
Information required by these Regulations is included in Key
performance indicators from page 5, Business model from page 8,
Our people from page 11, Risk and risk management from page 30
and Corporate responsibility from page 34.

As a reminder

Reporting currency:
We use £ sterling.
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Chairman’s statement

Chairman’s
statement

Aviva has a vital social purpose; we help people to handle life’s
uncertainties with confidence. Last year we paid £32.9 billion in
claims and benefits on behalf of our 33 million customers. This
purpose is becoming all the more important when one considers
the growing pace of global change. Whether it is economic, political,
technological or environmental challenge, our customers are facing
unprecedented change in the way our societies work.

Against this backdrop, Aviva has the experience and strength, the
values and the people to do the right thing for our customers and
our shareholders. By working harder to deliver outstanding service,
we also have the potential do to even better.

New leadership

I am delighted that on 4 March 2019 we announced the
appointment of Maurice Tulloch as Aviva’s new Chief Executive
Officer. Maurice joined Aviva in 1992 and was previously Aviva’s
Chief Executive Officer, International Insurance with responsibility
for our life insurance and general insurance operations in France,
Canada, Ireland, Italy, Poland, Turkey and India. Prior to that he was
Chief Executive Officer of Aviva UK and Ireland General Insurance,
one of the largest businesses in the Aviva group. Having spent 26
years with the Company, Maurice knows the Aviva business inside
out, knows our strengths, and where we need to improve. He is
exceptionally well qualified to re-energise Aviva and deliver long-
term growth.

Maurice’s appointment follows on from the announcement in
October that Mark Wilson would step down from the Board. Mark
was brought in to deliver the turnaround of Aviva. He succeeded
admirably, leaving us in a strong financial position and with an
enduring set of values. But the time is right for new leadership to
take us to the next phase of Aviva’s development.

Board changes

We announced in January that Michael Hawker will retire from the
Board as a Non-Executive Director, and as Chairman of the Risk
Committee and as a member of the Audit and Nominations
Committees, with effect from 31 March 2019. He has served as a
Non-Executive Director since January 2010. We would like to thank
Michael for his enormous contribution to Aviva over the past nine
years. He has brought to the Board a wealth of knowledge and
experience gained over a long career in the banking and insurance
industries in both executive and non-executive roles in Europe, Asia
and Australia, and has been a distinguished Chairman of the Risk
Committee. The appointment of the new Risk Committee Chair is
well advanced, and will be announced following the completion of
the relevant regulatory approval process.

IFRS financial statements Other information

Our people

Ultimately, I am confident we can and will unlock our full potential,
both through the focus of our new Chief Executive Officer and the
skills, commitment and values of our people.

Itis our people who make Aviva and who are there to deliver on our
purpose, which is why a strong culture is so important. Overall our
employee engagement score is consistent with 2017 at 76%
globally. I’'m pleased to note that in the last year, colleagues have
seen significant positive shifts in the culture at Aviva with a 12-point
increase in the headline culture measure which is an output of a
suite of metrics including customer focus, leadership and
operational simplicity. For 2019 we will work to further strengthen
the culture through simplifying the way we do things and further
promoting inclusive diversity, on which you can read more in the
people section on page 11.

Our communities

We also remain determined to be a responsible, sustainable
business. It is important for us to contribute to the communities
where we work as well as the customers we are here to serve.

We have campaigned successfully on behalf of consumers to tackle
fraud in Canada, Ireland and the UK. We have reduced our carbon
footprint by 60% since 2010 and have developed our relationship
with the British Red Cross to sign up volunteers to help their
neighbours when a crisis hits. The Aviva Community Fund is active
in ten markets around the world and our newly created Aviva
Foundation has ambitious plans, helping us support over 2.5 million
people through our community activities by 2020.

As a long-term business, we care not only about today’s
communities, but also tomorrow’s. To that end, I am particularly
proud that in October 2018 the United Nations Foundation
presented Aviva with its prestigious leadership award, recognising
our work to promote the UN’s Sustainable Development Goals.

Looking ahead

At the time of writing, Brexit is looming large as the biggest change
that many will have experienced for a generation. We still do not
know how events will play out, but our structure means that we
expect Britain’s departure from the EU to have no significant
operational impact on Aviva. We have put in place detailed plans
to make sure we will be there for our customers, come what may.

There will no doubt be more shifts in our operating environment in
the months and years to come, just as there has been in our more
than 300-year history. Amidst the change, our strategy will evolve,
but our commitment to our customers remains constant.

Sir Adrian Montague
Chairman
6 March 2019

Aviva plc Strategic report 2018

01


https://www.aviva.com/newsroom/news-releases/2019/03/aviva-appoints-maurice-tulloch-as-chief-executive-officer/

Strategic report Governance

Chairman’s review

Chqirman’s
review

Overview

Saving for the future, drawing a secure pension income, or
protecting against unforeseen events, all these are fundamental to
our customers’ well-being. Supporting customers in these areas,
and more, is Aviva’s lifeblood and, through this commitment to
serving customers, we will earn the returns our shareholders expect.

To provide customers with security and peace of mind, it is
imperative to have strong financial foundations. Our capital
position makes Aviva a partner that our customers can count on.
In 2018, our Solvency Il capital surplus* remained strong at £12.0
billion, equivalent to a Solvency Il shareholder cover ratio** of
204%. We increased our Solvency Il shareholder cover ratio® in
2018 despite weaker investment markets and deploying £1.5 billion
to repay debt and repurchase shares. And, in 2018, Group adjusted
operating profit* rose 2% to £3.1 billion, while operating earnings
per share?® increased 7% to 58.4 pence. IFRS profit before tax
attributable to shareholders’ profits was £2,129 million (2017:
£2,003 million).

In view of Aviva’s continued financial strength and steady
performance, the Board of Directors has proposed a 9% increase in
the full year dividend to 30.0 pence per share. We are moving to a
progressive dividend policy. Moderating the rate of dividend per
share growth will enhance our flexibility to repay debt and invest in
business improvement. The future trajectory of the dividend will
reflect performance against our strategic objectives.

There were a number of operational highlights during the year
In 2018, Aviva’s businesses maintained a disciplined approach in
competitive markets.

In the UK, our business has consolidated its position and we are
seeing encouraging results across long-term savings, bulk purchase
annuity and general insurance product lines. In 2018, a strong
pipeline of workplace pension scheme wins helped to sustain long-
term savings flows and we wrote our largest ever bulk purchase
annuity contract, a £925 million transaction with Marks and
Spencer. We launched AvivaPlus, our new subscription style
insurance that offers greater flexibility and choice, giving our
customers even more control and rewarding their loyalty.

Our European businesses have been invigorated through intelligent
choices on product design and mix and a focus on expanding our
distribution footprint. In France, we have begun the process of
bringing our multi-channel distribution under the Aviva brand, and
there is more work to do on that in the coming year. In Italy, our
success in the financial adviser channel has paved the way for
sustained growth in sales volumes. In Ireland, we completed the
acquisition of Friends First, strengthening our position in life
insurance.

In our general insurance businesses, we have continued to prioritise
profitability over sales volumes. While our Canadian motor
insurance portfolio is in the early stages of its recovery and an

IFRS financial statements Other information

increase in weather related claims provided a headwind for profits
across all of our general insurance businesses, the Group combined
operating ratio? of 96.6% remained acceptable.

In Asia, we have a mix of established and emerging businesses and
we have continued to invest in their development. In our largest
Asian business, Singapore, our advisory distribution network has
continued to expand, providing customers with wider product
choice and stimulating growth in sales and profits.

Digital remains an important element of Aviva’s strategy of
improving customer experience. In the UK, the number of active
customers registered on MyAviva rose 48% to 4.2 million with
700,000 customers logging into MyAviva each month to transact
online or to check policy information. We have launched new
propositions with AvivaPlus, MyAviva Workplace and Wealthify
creating a strong platform for the future. In Hong Kong, following
receipt of regulatory approval, we launched “Blue”, our digital
insurance venture with Tencent and Hillhouse, which offers
customers in Hong Kong a new way to buy insurance.

But we also faced a number of challenges

Externally, uncertainty in the political and economic backdrop
intensified during the year and this was reflected in a difficult year
for investment market performance across most asset classes. In
our home market, the UK, the prolonged and fraught process of
negotiating Britain’s exit from the European Union has weighed
down on growth in the economy. But Aviva is well placed to deal
with this; our locally incorporated and locally regulated businesses
in Europe have prepared to minimise the potential operational
impact.

The regulatory environment also continues to evolve, requiring our
businesses to adapt and, in some cases, provide remediation for
past practices. The shifting external environment, coupled with
competitive insurance and savings markets, has provided a
challenging macro-environment in which to operate. The resilience
built into Aviva’s capital position and operating model over recent
years has allowed us to overcome these challenges and continue to
serve customers across all our markets.

There were also challenges of our own making, including our
announcement in March 2018 that we were “evaluating
alternatives” for the Aviva plc and General Accident plc preference
shares. While we responded quickly to certain investor concerns by
withdrawing from further action and paid £10 million in goodwill
and administration costs to compensate those who incurred losses
from selling these securities during this period, it was a
disappointing episode and lessons have been learned.

We also responded to challenges in our UK business. We
encountered disruption during the migration of our independent
financial adviser platform to a new supplier, which adversely
affected our service standards. Our teams worked hard to resolve
these challenges and advisers are now starting to benefit from the
improved functionality and processing capability that the new
platform offers. We also increased the amount set aside for
customer redress in relation to historical advised sales by Friends
Provident to £250 million (2017: £75 million). Over 90% of cases
identified are pre-2002.

Financial performance was steady

2018 has been a year of steady performance overall for Aviva. Our

businesses have delivered broad-based growth, with six out of our
eight major markets increasing adjusted operating profit* in 2018.

1 Group adjusted operating profit is an Alternative Performance Measure (APM) which is used by the Group to supplement the required disclosures under IFRS. Please refer to note B in the ‘Accounting Policies” section and to the

‘Other Information’ section within the Annual report and accounts for further information.

2 Thisis an Alternative Performance Measure (APM) which provides useful information to supplement an understanding of our financial performance. Further information on APMs, including a reconciliation to the financial
statements (where possible), can be found in the ‘Other Information’ section of the Annual report and accounts.

3 This measure is derived from the Group adjusted operating profit APM. Further details of this measure are included in the ‘Other Information’ section of the Annual report and accounts.
4 The estimated Solvency Il position represents the shareholder view. Please refer to note 57 and the ‘Other information’ section of the Annual report and accounts for more information.
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Chairman’s review Continued

We have maintained profit momentum in our UK and European
insurance businesses and Canada has responded well to the
challenges in the auto insurance portfolio that emerged in 2017.
Aviva Investors was set back by a difficult investment market
backdrop, though we have chosen to continue investing to facilitate
the long-term expansion of our third-party franchise.

In the UK, our results have continued to benefit from releases of
provisions arising from changes in UK longevity trends. However, as
in 2017, we continued to use this additional profitability to increase
spending to advance our digital innovation agenda and accelerate
the transformation programme in IT and Finance that will provide
benefits to Aviva in the years to come.

Leadership and priorities

In October 2018, we announced that Mark Wilson would step down
from his role as Chief Executive Officer. In almost six years under
Mark’s leadership, Aviva transformed its capital strength, refined its
focus towards those markets with the strongest returns and growth
prospects and invested in digital capabilities and propositions that
will differentiate Aviva in the insurance and savings market place in
the coming years.

From these strong foundations, Aviva is entering a new phase of its
development. We recently announced the appointment of Maurice
Tulloch as Chief Executive Officer. Maurice will work with the Board
to establish and refine the strategy that will take Aviva forward in
the coming years.

Maurice will be an outstanding Chief Executive of Aviva. He knows
the business inside out. He has led our businesses in the UK and
internationally and built strong teams across life insurance and
general insurance. Maurice knows our strengths, knows where we
need to improve and has a deep understanding of insurance and
customers’ needs. He is exceptionally well qualified to re-energise
Aviva and deliver long-term growth.

Having made Aviva stronger, the focus of the next phase is to make
Aviva a better company. This means re-emphasising the
fundamentals: customer service, distribution, product mix and
pricing, and managing expenses. There is much more we can and
will achieve.

IFRS financial statements Other information

Outlook

The coming year is shaping up as an important period for Aviva. The
arrival of our new Chief Executive will have a galvanising effect on
our organisation, providing renewed clarity of purpose. Aviva has
abundant strengths: committed and energetic staff, depth in
technical expertise, supportive partners and most importantly, 33
million customers. Our challenge is to capitalise on these strengths
to become a better, simpler, more efficient company known for
excellence in serving customers. This will require significant
improvements by Aviva. It will also entail choices with respect to
resource allocation. However, our strong existing foundations give
us all we need to ensure the new phase Aviva is embarking on will
be a success.

Sir Adrian Montague
Chairman
6 March 2019
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Delivering on a clear plan of action
Financial & Strategic Customers

Other information

Culture and Society

What we For our key metrics, we have: For our customers, we have: For our people, we have:

achieved e Increased Group adjusted operating e Paid out £32.9 billion in claims and  Improved employee engagement to
profit! by 2% to £3,116 million (2017: benefits 76% (2017: 75%) and we have achieved
£3,068 million)  Supported our customers through a 12-point increase in our

e Increased operating earnings per difficult times including notable UK Organisational Health questionnaire
share (EPS)?* by 7% to 58.4p (2017 storm “the Beast from the East”, as (our headline culture metric)
54.8p) well as poor weather in Canada o Extended our flagship leadership

e Increased profit before tax e Launched AvivaPlus in the UKin programme to all leaders with 1,500
attributable to shareholders’ profitby ~ December 2018, our new subscription  people leaders starting it in 2018
6% to £2,129 million (2017: £2,003 style insurance that offers greater e Launched our employee inclusion
million) and increased basic EPS by flexibility and choice, giving our communities across all markets
9% to 38.2p (2017: 35.0p) customers even more control and o Continued to build a culture and

e Increased cash remittances? to rewarding their loyalty environment which attracts and
Group by 31% to £3,137 million » Announced a majority shareholding retains people with the right
(2017: £2,398 million) in Neos, the smart technology capabilities for the future

e Increased total dividend per share insurance provider which helps
by 9% to 30.00p (2017: 27.40p) customers to monitor and protect For society, we have:

o Delivered a robust Solvency Il capital ~ their homes through connected » Supported over 3,000 community
position with an estimated Solvency Il devices projects, helping over 1.5 million
shareholder cover ratio®® that has o Successfully piloted “Mid-life MOT” people on a range of issues from social
increased by 6pp to 204% (2017: which offers guidance and help to inclusion and diversity to supporting
198%), despite £1.5 billion of capital over 45s on the topics of wealth, work ~ SMEs and water sanitation
deployment. This includes operating  and wellbeing » Won the UN Foundation’s leadership
capital generation? in the year of £3.2 e Our successful Road to Reform award in recognition of Aviva’s work to
billion campaign helped bring significant support the UN’s Sustainable

o Reported total assets under changes to the personal injury Development Goals (SDGs)
management? of £470 billion - a compensation system in the UK, e Launched the World Benchmarking
decrease of £17 billion on 2017 culminating in the civil liability bill Alliance to establish public,

o Grown MyAviva active customer passing into law transparent and authoritative league
registrations to 5.3 million (2017: e Launched Blue, our new digital tables of companies’ contribution to
3.6 million®) insurance joint venture in Hong Kong, ~ the SDGs

offering zero commission insurance ¢ Since 2010 we have reduced carbon

Acquisitions and disposals: o Introduced a smartphone dashcam emissions (COze) from our day-to-day

 We completed our acquisition of through our UK Aviva Drive app operations by 60% beating our 2020
Friends First in Ireland « Won a number of awards including target early. We are a carbon neutral

o We completed the sale of our Spanish  Insurance Times General Insurer of company, offsetting the remaining
jointventures: Caja Murcia Vida, Caja  the year and Insurance Post customer  emissions through projects that have
Granada Vida and Pelayo Vida; our care award benefitted the lives of over one million
Taiwanese joint venture First Aviva people
Life; and completed the sale of our e Invested £1.8 billion in the transition to
joint venture in Italy, Avipop a low carbon economy
Assicurazioni S.p.A., and its wholly  Over 7,000 of our employees
owned subsidiary Avipop Vita S.p.A. contributed more than 57,500 hours of

o We sold a Real Estate Multi-Manager volunteering time, giving and
business which was strategically non- fundraising to the total of £2.1 million
core to our Aviva Investors business

What we e Further simplify processes and o Improve customer experience o Allow our people to manage the
plan to do operating model, investing in through simplification of customer fundamentals to ensure we can deliver

modernisation to improve agility and
efficiency

Aim to repay £1.5 billion of maturing
debt between 2019-2022

Move to a progressive dividend policy
Target an estimated Solvency |I
shareholder cover ratio®® working
range of 160%-180%

journeys, digitisation and automation
o Roll out AvivaPlus for our UK
customers
 Continue to reallocate capital to
focus on what we do best and drive
higher returns

continued growth for Aviva

o Develop great leaders with a focus on
agility and execution

» Continue to focus on developing an
inclusive workforce which is fit for the
future

1 Group adjusted operating profit is an Alternative Performance Measure (APM) which is used by the Group to supplement the required disclosures under IFRS. Please refer to note B in the ‘Accounting Policies’ section and to the
‘Other Information’ section within the Annual report and accounts for further information.

2 Thisis an Alternative Performance Measure (APM) which provides useful information to supplement an understanding of our financial performance. Further information on APMs, including a reconciliation to the financial
statements (where possible), can be found in the ‘Other Information’ section of the Annual report and accounts.

3 This measure is derived from the Group adjusted operating profit APM. Further details of this measure are included in the ‘Other Information’ section of the Annual report and accounts.

4 The 2017 MyAviva active registrations number (7.5 million as previously reported) has been restated to now only include customers who hold at least one policy with us and have been active on MyAviva in the last 365 days. On
the restated basis, 2017 active customer registrations were 3.6 million.

5 The estimated Solvency Il position represents the shareholder view. Please refer to note 57 and the ‘Other information’ section of the Annual report and accounts for more information.
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Key performance indicators

Key performance
Indicators

We use a range of financial and non-financial metrics to measure our performance, financial strength, customer advocacy, employee
engagement and impact on society. These include Alternative Performance Measures (APMs) which are non-GAAP measures that are not
bound by the requirements of IFRS. These metrics are reviewed annually and updated as appropriate to ensure they remain an effective
measure of delivery against our objectives.

Further guidance in respect of the APMs used by the Group to measure our performance and financial strength is included within the
‘Other Information’ section of the Annual report and accounts. This guidance includes definitions and, where possible, reconciliations to
relevant line items or sub-totals in the financial statements. The financial commentary included in this Strategic report should be read in
conjunction with this guidance.

Customer Net Promoter Score® (NPS®)[R]

NPS® is our measure of customer advocacy and we use it in nine of our markets* to measure Number of markets in 2018:

the likelihood of a customer recommending Aviva. Our relationship NPS® survey shows three at or above market average: 8

years of sustained high levels of customer advocacy, with modest improvement in the last 2017:7  2016:9

12 months. We are working hard to boost customers’ loyalty by making things simple for

customers and putting them in control, for example with the launch of AvivaPlus. below market average: 1
2017:2  2016:0

Engagement [R]

We give our people the freedom to act in line with our values to create an environment 2018:

in which they can thrive through collaboration and recognition. We measure this through 76%

our annual global ‘Voice of Aviva’ survey. Engagement is up one percentage point to 76%.

In the last year, colleagues have seen significant positive shifts in the culture at Aviva with 2017:75%

a 12-pointincrease in the headline culture measure reflecting this although we recognise 2016: 74%

there is still plenty of opportunity to reduce complexity across the business.

Carbon emissions reduction

Since 2010 we have reduced carbon emissions (CO.e) from our day-to- day operations by 2018:
60% beating our 2020 target of a 50% reduction earlier than planned. We are a carbon- 60%
neutral company, offsetting the remaining emissions through projects that have benefitted
the lives of over one million people since 2012. In 2018 we have continued to reduce

our operational carbon emissions through energy efficient technology, buildings and

Reduction since 2010

. 530
development of onsite renewable electricity generation. We have also added £1.8 billion in ;812 iéoio
low carbon infrastructure investments over the year. CO.e data includes emissions from our STeT0
buildings, business travel, water and waste to landfill.

MyAviva active customer registrations? [Rr]

We continue to make progress with our digital transformation and MyAviva remains at its 2018:
heart. Active customer registrations is the number of global users of MyAviva and other 5.3 million
digital platforms, who have at least one product and have logged-in at least once during

the previous 365 days. Active customer registrations have increased by 47% to 5.3 million 2017: 3.6 million?
(2017: 3.6 million?) driven mainly by growth in the UK. 2016; 2:7 million?

E Symbol denotes key performance indicators used as a base to determine or modify remuneration.

1 All comparators have been restated as we have reduced the number of markets covered in the survey from ten to nine markets as India was not surveyed in 2018.
2 The2017 and 2016 MyAviva active registrations numbers (7.5 million and 5.2 million respectively as previously reported) have been restated to now only include customers who hold at least one policy with us and have been
active on MyAviva in the last 365 days. On the restated basis, 2017 active customer registrations were 3.6 million (2016: 2.7 million). Active registrations previously included guests as well as customers.
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Key performance indicators Continued

Other information

Group adjusted operating profit* [R]

Group adjusted operating profit! increased by 2% to £3,116 million. Major markets’ Group
adjusted operating profit* increased by 7% to £3,669 million, with all major markets except
Aviva Investors and Canada experiencing earnings growth.

2018:
£3,116 million

2017: £3,068 million
2016: £3,010 million

Operating earnings per share>* [R]

Operating earnings per share’* increased by 7% to 58.4p. This reflects the growth in Group 2018:

adjusted operating profit' and the impact of our share buy-back and debt reduction 58.4p

programme. We have met our target to deliver higher than 5% growth in operating earnings

2,4 7

per share**in 2018. 2017 54.8p
2016:51.1p

Profit before tax attributable to shareholders’ profit (PBT)

Profit before tax attributable to shareholders’ profit increased by 6% to £2,129 million due 2018:

to an increase in Group adjusted operating profit' and other items, partly offset by adverse
investment variances.

£2,129 million

2017: £2,003 million
2016: £1,193 million

Cash remittances?[R]

Sustainable cash remittances? from our businesses are a key financial priority. Remittances
from markets increased 31% to £3,137 million. This was primarily driven by the UK®
businesses which contributed £2,549 million including £1.25 billion special remittances,
comprising a £500 million special remittance following the Friends Life integration and an
additional £750 million special remittance. Including disposal proceeds from Spain and
Avipop, we achieved £7.9 billion in cash remittances for 2016-2018 falling slightly short of
our £8.0 billion target. This primarily reflects the delay in the completion of the disposal of
Friends Provident International Limited and our decision to retain proceeds from the sale of
Avipop in our ltalian subsidiary given the high market volatility environment.

2018:
£3,137 million

2017: £2,398 million
2016: £1,805 million

Estimated Solvency Il shareholder cover ratio*®

We continue to maintain our strong financial position. During the year the estimated
Solvency Il shareholder coverage ratio?® has strengthened from 198% to 204% primarily due
to the positive impact of Operating Capital Generation (OCG)?, a key remuneration metric
for the Group, partly offset by the payment of dividends, the £600 million share buy-back
programme and the repayment of hybrid debt.

2018:
204%

2017:198%
2016: 189%

Value of new business on an adjusted Solvency Il basis?

Value of new business on an adjusted Solvency Il basis (VNB)? measures growth and is the
source of future cash flows in our life businesses. VNB? decreased by 3% to £1,202 million,
however excluding disposals VNB? increased by 2%. Growth was mainly driven by the hybrid
savings product in Italy and bulk purchase annuities in the UK.

2018:
£1,202 million

2017: £1,243 million
2016: £992 million

Combined operating ratio?

The combined operating ratio (COR)? is a measure of general insurance profitability. The
lower the COR? is below 100%, the more profitable we are. Reported COR? is broadly in line
with 2017 for all markets.

2018:
96.6%

2017:96.6%
2016:94.2%

ESymbo\ denotes key performance indicators used as a base to determine or modify remuneration.

1 Group adjusted operating profit is an Alternative Performance Measure (APM) which is used by the Group to supplement the required disclosures under IFRS. Please refer to note B in the ‘Accounting Policies’ section and to the

‘Other Information’ section within the Annual report and accounts for further information.

2 Thisis an Alternative Performance Measure (APM) which provides useful information to supplement an understanding of our financial performance. Further information on APMs, including a reconciliation to the financial

statements (where possible), can be found in the ‘Other Information’ section of the Annual report and accounts.

3 Cash remitted to Group is managed at a legal entity level. As Ireland constitutes a branch of the United Kingdom business, cash remittances from Ireland were not aligned to the management structure within Europe, but they

were reported within the United Kingdom.

4 This measure is derived from the Group adjusted operating profit APM. Further details of this measure are included in the ‘Other Information’ section of the Annual report and accounts.
5 The estimated Solvency Il position represents the shareholder view. Please refer to note 57 and the ‘Other information’ section of the Annual report and accounts for more information.

Read about our performance at www.aviva.com/about-us
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The horizon: where the world is going

The horizon:
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where the world is going

Our strategy has been defined to anticipate these long-term trends which will impact our industry in the future. We acknowledge the risks
they present and aim to turn these trends into opportunities for future growth.

The power of communities

Government influence is reducing as the role of ‘communities’ of
mutual interests and connected networks, both virtual and local,
increases.

Daily active Facebook users on average
1.5 billion

Source: facebook.com, stats, September 2018

Ever-changing planet

Changing climate and extreme weather events will have a
significant impact on both society and business.

Economic loss in US dollars caused by global natural disasters in
2018

$160 billion

Source: Munich Re, catastrophe losses, January 2019

Shifting wealth

Developing markets will have a much larger share of the world’s
savings and assets pool.

Estimated Global Insurance premium share of growth from
emerging economies by 2025

47%

Source: Munich Re, April 2017

Older and healthier

People will live longer and be healthier. Markets will be driven
increasingly by attitudes and needs as family structures evolve and
pressures on social care increase.

Increase in UK’s average life expectancy at birth between 2016 and
2066

6.6 years

Source: Office for National Statistics, December 2017

Health across an evolving world

The way people access healthcare is evolving, with many markets
shifting towards a more self-reliant model and private healthcare.

Average increase in UK and French doctors recommending
smartphone apps to patients (for their own use/evaluation)
between 2015 and 2017

30%

Source: Ipsos Mori, May 2017

No place like home

Home ownership, and its place as a wealth accumulation vehicle,
begins to evolve as mindsets towards ownership shift and
affordability affects accessibility.

Proportion of UK households that will be rented privately by 2021
25%

Source: Knight Frank, August 2017

New threats in a connected world

The proliferation of connected devices and the dominant role of
social networks in modern life is raising the threat from cyber
attacks and infringements to privacy.

Average cost of a data breach
US$3.62 million

Source: EY Global Information Security Survey 2018-2019

Mobility
Disruption to radically change the transport ecosystem, with

consumers accessing, owning and using transport in different ways.

Number of fewer cars required in the US and Europe by 2030
138 million

Source: PWC, January 2018

Blurring of sector boundaries

The clear boundaries between sectors no longer exist, from
technology companies offering financial services to telecom
providers creating media content.

Increase in Apple Pay transactions in 2018 vs 2017
3x

Source: Apple, November 2018

Read about where the world is going at www.aviva.com/about-us
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Aviva exists to help our 33 million customers have the confidence and control to be ready for life’s opportunities and challenges.
We are the only large-scale multi-line insurer in the UK, our home market. We also have a strong presence in Europe, North America

and South-East Asia.

We have a distinctive approach. It defines and differentiates us. It helps us meet our customers’ needs ...

Values

Our values are at the heart of
how we do business. They are
how we must operate:

o Care More

o Kill Complexity

o Never Rest

o Create Legacy

Strengths Skills
We have unique strengths as a We have a wide range and blend
business that gives us a significant  of skills:

competitive advantage: o Customer experience
« Distinctive brand e Underwriting

« Financial strength « Risk management

o Customer understanding e Claims management
 Multi-distribution « Digital innovation

» Data science
o Asset & liability management
o Capital allocation

o Multi-product

Strategy

Our strategy focuses on the
things that really matter and
puts the customer at the heart of
what we do:

e True Customer Composite

« Digital First

o Not Everywhere

... through our products, services and markets ...

Life insurance
Retirement income, savings
and pensions

General insurance
Home, motor, travel and
commercial

Health and protection
Private medical, life, critical
illness and income protection

Asset management
Investing for external clients and
investing for Aviva

... where premiums and cash are reinvested ...

Customers pay insurance

premiums which we use to pay  with us. We manage these
claims. Our scale enables us to

pool the risks. We maintain
capital strength so we can be
there for our customers in the
future.

with an income for a more secure
future.

We also invest the insurance
premiums we receive to
generate income to meet our
obligations to customers and to
generate value for shareholders.

Customers invest their savings

investments to provide them

Enabling customers to stay with
us for the long term is important
to the future success of our
business.

... creating sustainable value for ...

Customers benefit from a range We create value for shareholders
of products to meet their needs, by using our profit to reinvest and
with easy access when and how  grow the business and pay out

they want it.
£32.9 billion

Paid out in benefits and claims

to our customersin 2018

30.0 pence
Total dividend up 9%

Our aim is for our people to
achieve their potential within

a diverse, collaborative and
customer-focused organisation.

76%

Increased our employee
engagement score by one
percentage point

dividends.

We play a significant role in our
communities, including as a
major employer and a long-term
responsible investor.

Over 3,000

Community projects supported
in 2018, helping over 1.5 million
people

Read about our business at www.aviva.com/about-us/our-markets
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Our strategy

Since 2014, we have defined our strategy in three key areas:
e True Customer Composite

« Digital First

o Not Everywhere

Following the appointment of our new Group CEO, Maurice
Tulloch, on 4 March 2019, he will undertake a review of the
Group’s strategic priorities. We will update the market on our
future strategic priorities later in 2019. The following section
takes a look at developments in 2018 across the key areas of our
existing strategy.

True Customer Composite

We are a True Customer Composite: multi-channel and multi-
product. Our customers are at the core of what we do, and drive
all our thinking. We believe in delivering what our customers
truly need in a dynamic and ever-changing world.

We help protect what matters the most to our customers
through life, general and health insurance products while
helping people save for their future through our savings and
asset management offerings.

Why it’s important

Customers often find themselves dealing with multiple insurers.
This makes things complicated, adding to the time they have to
spend arranging for their needs rather than enjoying the things
that matter most in life.

True Customer Composite means that we can support the well-
being of our customers in many ways. We bring simplicity. We
add value. We can both protect our customers and help them
save for their futures. We can also reward our customers for their
loyalty, offering multi-product discounts.

True Customer Composite gives us a real competitive advantage
in a digital world. Our digital solutions, such as MyAviva, are
simple and intuitive, allowing customers to access multiple
products and discounts and supporting our partners and
intermediaries in an evolving distribution landscape.

How we’ve progressed

We continue to expand our range of customer propositions to be
a True Customer Composite across our markets, making it easy
and more rewarding for customers to manage multiple products
through Aviva.

Systems thinking

True Customer Composite is also about creating the right
customer experiences across our business. Systems thinking is

a global method for us to re-think and re-design customer
journeys. Systems thinking brings together colleagues
throughout the organisation to help solve problems and make it
easier for customers to interact with us.

UK Workplace

We continue to improve our offerings in the UK where we offer
corporate clients pensions, protection, bulk purchase annuities,
as well as health and general insurance.

With financial and health wellbeing of employees an increasingly
important area for employers, we have continued to increase
our capability to help our customers through the workplace. For

IFRS financial statements

Other information

example, we have further developed our Aviva Wellbeing
proposition, including the launch in 2018 of the Digital GP app.
This offers a range of services such as digital consultations and
repeat prescriptions. By offering this support we are becoming
increasingly engaged with employers and their employees.

Ireland

In Ireland, we completed the acquisition of Friends First where
the integration is progressing ahead of schedule. This
acquisition strengthens our life insurance capability and extends
our range of investment products, enhancing our position as a
True Customer Composite in Ireland.

AvivaPlus

In December 2018, we announced we were launching AvivaPlus,
an industry-first, subscription-style insurance for our UK
customers. AvivaPlus is the way insurance should be.

We are breaking free of insurance industry norms, rewarding our
customers for their loyalty. We are putting the customer in
control with monthly payments which can be cancelled anytime,
allowing customers to get the cover they need when they need
it. AvivaPlus customers pay the same or less at renewal than if
they were new to AvivaPlus.

Offered initially on certain general insurance products, we aim to
build this into our broader True Customer Composite offering.
AvivaPlus is a significant shift for insurance, creating value, and
driving engagement.

AvivaPlus creates one of our simplest customer journeys yet. We
believe that simple propositions, designed with customer ease
at their heart, will increase customers’ loyalty and advocacy.

Digital First

In an increasingly digital, data-driven world, our customers’
needs are changing. From individual customers, to intermediary
partners and large corporate clients, our customers want
innovative products and services, which are easy-to-use and
provide a positive customer experience. Digital First is our
strategic approach to creating a group which can respond to
those demands.

Why it’s important

Digital First is about making sure Aviva is an, efficient insurance
company which delivers attractive products and services for our
customers. The launch of AvivaPlus at the end of the yearis an
example of our commitment to lead the way to meet this
challenge.

We are in an age of rapid increases in data production and
availability. The ability to assess and use this data appropriately
and responsibly is a key competitive advantage today, allowing
us to design, create and underwrite the best possible products
for our customers. Investing in our data science capabilities at
Aviva Quantum ensures that we can stay ahead of the game.

How we’ve progressed

In 2018, our focus on being Digital First moved from a period of
significant innovation and development into launch and
increasing scale, providing our customers with the right set of
products through an enhanced multi-channel experience.
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MyAviva

Our focus on scaling digital growth in the year was best
demonstrated by MyAviva in the UK, which achieved growth in
active registrations to 4.2 million, representing more than a
quarter of all our UK customers. MyAviva lets customers deal
with us in a direct, efficient way across a wide range of product
needs from general insurance, health insurance, life insurance,
pensions to long-term savings and helped drive strong growth in
digital interactions.

Quantum

Digital First is not only about engaging with customers online
but about harnessing the benefits of data. Aviva Quantum is our
internal data science team. They work to improve our
understanding of risks, allow more accurate pricing, increase
fraud prevention and personalise MyAviva quotes. Quantum is at
the heart of developing Ask-it-Never, our ambition to make
insurance simpler and easier for customers by asking fewer
questions when they buy a policy.

Blue

2018 was an intense period for launch activity of disruptive, new
services. Our new joint venture in Hong Kong, with our partners
Hillhouse and Tencent, launched in September with a simple
proposition, designed to disrupt traditionally expensive
distribution through intermediaries. Blue is the first digital life
insurer in Hong Kong and offers three simple, flexible and fully
online life protection products.

Not Everywhere

Not Everywhere means that we focus our capital where we can
achieve the greatest return. We do not aspire to offer everything,
to everyone. We are focused in the places where we will win.
Having largely reshaped the Group in recent years, we are now
focused on our major markets and strategic investments.

Why it’s important
We aspire to be the best at what we do in all our markets. This
means being focused and committed to the right markets and
the right products.

How we’ve progressed
In 2018, we completed the latest restructuring phase of our
businesses.

As well as the completion of the acquisition of Friends First in
Ireland and the launch of our Blue joint venture (see above), we
completed the exit of our three remaining businesses in Spain,
Caja Murcia Vida, Caja Granada Vida and Pelayo Vida, ending our
involvement here. In Italy, we completed the sale of our joint
venture, Avipop Assicurazioni S.p.A., and its wholly owned
subsidiary Avipop Vita S.p.A. We completed our exit from
Taiwan, following the sale of our joint venture First Aviva Life.
Lastly, Aviva Investors sold a Real Estate Multi-Manager business
which was strategically non-core.

IFRS financial statements
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Major markets and strategic investments

Our major markets and strategic investments categorisation
shows how Aviva’s markets and business lines contribute to our
overall portfolio, both now and in the future.

Major markets: solid growth, sustainable cash

We are focused on eight attractive, growing markets where we

are, or have the potential to be the best in class. Our major

markets are:

e UK -number one composite insurer providing a core growth
engine and high levels of sustainable cash flow

e France - a cash generator underpinned by strong distribution

e Canada - leading general insurance franchise with attractive
returns over the long term

o Poland - high return on equity (ROE) business with strong
distribution and digital credentials

e Italy — composite player in large European insurance market

e Ireland - a leading brand with an improved composite model

e Singapore — composite player with distribution through
growing financial advisory channel

« Aviva Investors - global asset manager with expertise and
solutions in real assets, multi-assets, equity and fixed income

Strategic investments: future, fast growth

We have made a number of strategic investments that will

accelerate growth and provide increased value over the long

term. These investments are:

« Digital - developing intellectual property (IP) to be rolled out
across our markets

e China - delivering growth in sales and adjusted operating
profitt in one of the world’s largest insurance markets

» Hong Kong - Blue, our joint venture with Tencent and
Hillhouse focused on digital disruption

e Turkey - leading position in the life and pensions market and
exposure to a large, young and growing population

« Indonesia - bancassurance joint venture in an under-
penetrated, high growth emerging market

« India - continuing to assess our options

e Vietnam - leading business in one of the fastest growing Asian
economies

e Global Corporate Solutions (GCS) - selective expansion
provides a natural extension to our existing strength in retail
and commercial lines

Read about our businesses at www.aviva.com/investors/our-
strategy

1 Adjusted operating profit is an Alternative Performance Measure (APM) which is used by the Group to supplement the required disclosures under IFRS. Please refer to note B in the ‘Accounting Policies’ section and to the

‘Other Information’ section within the Annual report and accounts for further information.
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Our people

We have a clear purpose to give our customers the confidence and
control to be ready for life’s opportunities and challenges. This
commitment to customers, high levels of people engagement and
skills, and Aviva’s values helps contribute to our strong financial
performance.

The focus for 2018 has been on our culture and ensuring we are an
inclusive workforce who put the customer first.

We employ 31,703 people globally and continue to support the
regional economies in our home market the UK, where we employ
more than 15,000 people.

Our strategy
Our global people strategy sets out how we will accelerate our
performance. We will:

e Focus on our customers by connecting the day-to-day activities of

our people with our purpose

e Give our people the freedom to act in line with our values

o Make leadership a way of life so all our people contribute to
delivering our strategy and think independently. We want leaders
who are ambitious and achieve results in everything they do

o Create an inclusive and diverse environment so that everyone can
be themselves

o Actively invest in the skills, mind-sets and future capabilities we
need towin in a digital age

Our values
Our values guide everything we do and the decisions we take:

Care More

We start with the customer and prioritise delivering a great outcome

for them. We do the right thing, making sure we and those around
us are acting with positive intent. We don’t shrink from the tough
conversations. We're in it together.

Kill Complexity

We can list our priorities on one hand, picking a few things to do
brilliantly. We make the call with the right information. We join
forces and build it once.

Never Rest
We fail fast and learn fast, testing and learning at pace. We embrace

digital. We are dissatisfied with the way things are done now. We get

it done at pace.

Create Legacy

We invest with courage, taking smart risks and making good
decisions to ensure we allocate our resources where they can do
most. We think like an owner, taking responsibility. We go for more
than quick wins. We take the long view.

Developing our people

Developing our people remains core to the work we do. In 2018, we
continued to implement our three-year talent programme by:

o Our flagship leadership programme has been extended to all

leaders in Aviva. 1,500 leaders have started Leading For Growth (of

which 900 have completed the programme so far) with a further
500 scheduled to commence in Q1 2019. The programme is
expected to roll out to the remaining 2,000 leaders during 2019.
We believe this investment has contributed to our strong
engagement scores and our improvement in the healthiness of
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our culture. We continue to invest in talent throughout the
business and this year launched a programme to spot and
develop our new generation of leaders much earlier in their
career.

‘Grow’, our global digital learning portal, has 100% adoption in all
our key markets. We continue to improve our digital based
learning with a plan in place to deliver innovative bite-sized
content, mobile learning and curated external thought leadership.
Our online Leadership hub has received over 245,000 views. We
are co-creating an online coaching tool with our Digital Garage
partners at Founders Factory. Quantum University, our global
data science learning practice, is now established and is building
capability with ¢.700 practitioners globally.

Over 120 women in Aviva have completed our ‘women in
leadership’ programme. Since the programme launched we have
seen more women take on broader roles and being promoted.
This is one of the initiatives that will help us close the gender pay
gap.

We continue to have a successful year with our Global Graduate
scheme with 36 people starting in September 2018, including 17
females.

In 2018, we adapted our approach to Performance Management,
especially in our customer-facing roles. A bigger emphasis was
placed on coaching and in-the-moment recognition, either by
immediate management or the Group Executive, removing the
need for unnecessary calibration of our people.

Engaging our people

In 2018 our global Voice of Aviva survey focused on key areas of
insight to drive growth: engagement, culture and leadership.
Employee engagement in Aviva remains strong and steady with
continued notable improvements in our UK and France markets, as
well as across our finance function globally, although slightly down
in Canada and Ireland following integration and restructuring.
Overall, however, employee engagement is consistent with 2017 at
76% globally.

In the last year, colleagues have seen significant positive shifts in
the culture at Aviva with a 12-point increase in the headline culture
measure reflecting this. Colleagues are much more likely to say that
people around them are moving quickly to put good ideas into
action, have the freedom to make decisions in their jobs and are
comfortable taking appropriate risks/trying new ideas. The focus in
2019 will be to continue to embed a culture of greater customer
focus, innovation and simplicity.

Feedback on people leaders living up to Aviva’s ‘Leadership
Expectations’ is mostly very positive. These are the behaviours we
expect all leaders to demonstrate, with over 1,000 leaders receiving
a rating of over 80% from their teams on related metrics. Leaders
rate most positively on metrics related to taking action to remove
barriers to their teams doing their job and encouraging them to
think and make decisions from the customer’s point of view. The
data also gives us clear areas to focus on. Developing great
leadership and improving engagement with our strategy continue
to be priorities for 2019. We are also working on fostering more of a
listening culture characterised by open and honest conversations
with front line teams.

At Aviva we have a positive and constructive relationship with the
trade union Unite as well as a fully elected all-employee
representative body (Your Forum). Within Aviva we take our
responsibility to consult very seriously. The existence of Your Forum
within Aviva is a key way of recognising that we all have a part to
play in contributing to the debate on issues and opportunities
impacting on our people and our organisation.

The representative bodies meet regularly with the Members of the
Group Executive Committee (GEC) throughout the year as well as
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Our people Continued

the Chair of the Remuneration Committee. We believe that by doing
S0 we encourage a culture of trust, and open and honest
communication that will help us ensure that our organisation is a
better place to be. In 2018, we cemented our relationship with Unite
the Union by signing a Learning Agreement. This is a collaborative
approach to the ongoing development of our people and jointly
encourages employees of all ages and genders to seek out
opportunities through our Apprenticeship Levy contribution. In
addition, we also launched a new Conflict Resolution and Mediation
approach as part of our cultural transformation to move away from
an adversarial approach to fostering greater dialogue amongst our
people.

We continue to provide an employee share scheme and all
employees have the opportunity to engage with senior leaders
through weekly #Uncut (a 30 minute no holds barred interview with
senior leaders) and our live results presentations. This ensures
everyone at Aviva is aware of significant changes in the business as
well as financial and economic factors affecting the business.

Inclusive diversity

Inclusive diversity is key to Aviva being a sustainable, successful
business. An inclusive culture ensures employees are happier, act as
themselves and work towards achieving their and the organisation’s
goals. Aviva’s employees need to reflect our customer base and we
continue to make sure all our customers are represented inside the
organisation.

At the end of 2018, we exceeded our target of achieving 30% female
leaders (leaders are the top 1,300 employees) by 2020; we reached
31% across all markets by the end of 2018. This is being achieved
through targeted female development programmes, diverse
shortlists and a leadership team committed to change. We are also
committed to improving ethnic diversity within our leadership
population.

In November, we celebrated the first anniversary of our equal
parental leave policy. This policy has seen us as a first-mover in the
majority of our markets, with the result that our people can see our
commitment to them outside, as well as inside the workplace.

Our drive to have an inclusive culture comes through our employee
communities which were launched across all markets in 2018. There
are six communities covering: race and religion, gender, sexuality,
caring responsibilities, age, and mental and physical health. In the
first year over 5,000 employees have joined these communities.
They act as a lobby group and conscience to the organisation and
are actively sponsored by members of the Group Executive. Some of
the notable contributions from the communities have been the
Workplace Adjustment Passport (an individual record of any
adjustments an employee requires to their working arrangements,
for example accessibility or caring commitments), Black History
month events and a part-time transition to retirement scheme in
Canada.

Health and wellbeing

We remain focused on our employee health and wellbeing as a key
driver to our success and growth. 2018 has been a year of
embedding for our Wellbeing@Aviva strategy, and continues to
deliver under our four areas - mental, physical and financial
wellbeing and community connectivity. All the activities we
launched in 2017 continued in 2018, but some specific highlights
include:

Mental wellbeing
e 70% of our people leaders have now received mental health
training. As a result, over 90% of leaders feel that they are
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comfortable having conversations about mental health with their
team/peers and managers, know about and are comfortable
signposting colleagues to the resources available to them

e 4,000 colleagues have taken advantage of the free access to
Headspace (a global meditation app) offered, collectively
completing over 66,000 sessions since launch

Physical wellbeing

» 8% of colleagues have taken advantage of our discounted fitness
proposition which launched in 2018, and they’ve certainly been
active, clocking up over 31,000 gym visits, and the equivalent of
970 days worth of exercise!

* 21% of colleagues use our digital health checks each time they
visit the office, with support then offered on an individual basis for
issues identified by the health checks

Financial wellbeing

o After successful pilot seminars for employees (Mid-Life MOT and
My Retirement, My Way) we will be rolling these out more widely
in 2019

 We have provided access to Aviva Financial Advice for colleagues
during working hours for an initial, or more detailed discussion, to
help with their personal financial planning

Our plans for 2019

In 2019, the People function’s focus will be around managing the
fundamentals of our business and enabling growth to ensure Aviva
and its people are best set to deliver the future strategy.

We are still on a journey to make Aviva a company that puts the
customers at the heart of everything we do and our focus will be on
ensuring our people can deliver in an innovative and simple way.

In 2019 we will continue to focus on developing an inclusive
workforce which is fit for the future.

At 31 December 2018, we had the following gender split:

Board membership
Male

8

Female

3

Senior management
Male

938

Female
423

Aviva Group employees
Male

15,575

Female
16,128

The average number of employees during 2018 was 31,232.

Read more about our approach to responsible and sustainable
business in the ‘Corporate Responsibility’ section of this report and
our people strategy at www.aviva.com/about-us/our-people

Aviva plc Strategic report 2018

12


www.aviva.com/about-us/our-people
https://www.aviva.com/newsroom/news-releases/2018/10/aviva-launches-mid-life-mot-for-its-over-45s/
https://www.aviva.com/newsroom/news-releases/2017/11/Aviva-launches-interactive-wellbeing-app/

Strategic report Governance

Chief Financial Officer’s review

Chief Financial
Officer’s review

Key financial metrics

A summary of the financial metrics used to measure our
performance, including key performance indicators and alternative
performance measures (APMs) where appropriate, is shown below.
Further guidance in respect of the APMs used by the Group is
included in the ‘Other information’ section of the Annual report and
accounts.

2018 2017 Sterling  Sterling%
£m fm  Change change
Group adjusted operating profit? 3,116 3,068 48 2%
Operating earnings per share?? 58.4p 548p 3.6p %
Profit before tax attributable to
shareholders’ profit 2,129 2,003 126 6%
Cash remittances? 3,137 2,398 739 31%
Estimated Solvency Il shareholder cover
ratio®* 204% 198% —  6.0pp
Value of new business on an adjusted
Solvency Il basis? 1,202 1,243  (41) (3)%
Combined operating ratio? 96.6% 96.6% — —

Overview

In 2018, Aviva delivered growth while investing to improve the
fundamentals of the business and maintaining a prudent approach
to pricing and risk management.

Group adjusted operating profit! increased 2% to £3,116 million
(2017: £3,068 million) while operating earnings per share?® rose 7%
to 58.4 pence (2017: 54.8 pence). IFRS profit after tax was £1,687
million (2017: £1,646 million), leading to basic earnings per share of
38.2 pence (2017: 35.0 pence). Our operating results continue to
benefit from broad based growth from our major markets together
with releases of longevity provisions in our UK annuity portfolio.
However, as in previous years, we have used the additional
profitability provided by longevity releases to accelerate investment
in digital, IT and finance change initiatives and to strengthen
provisions in areas related to past practices.

In late 2018, the Civil Liability Bill, which determines how personal
injury compensation awards are set in the UK, received Royal
Assent. While confirmation of the new “Ogden” rate will be provided
in 2019, following passage of the legislation we have revised the
discount rate used in determining our personal injury claims
reserves in the UK to 0%, from -0.75% previously, giving rise to non-
operating profit of £190 million. Offsetting this are adverse
investment variances due to widening sovereign and corporate
credit spreads and a mark-to-market impact from our hedging
programme, which protects Solvency Il capital®. Despite heightened
investment market volatility in late 2018, investment variances were
broadly flat in the second half of the year despite an increase in the
Brexit related property allowance to ¢.£400 million (2017: ¢.£300
million) in addition to other customary reserves.

IFRS financial statements Other information

During 2018, we repaid £0.9 billion of subordinated debt and
completed a £0.6 billion share repurchase programme, leading to
the cancellation of approximately 3% of our shares in issue. Despite
this £1.5 billion of capital deployment, our solvency capital surplus*
remained robust at £12.0 billion (2017: £12.2 billion) and Solvency Il
shareholder cover ratio®* increased to 204% (2017: 198%).

As we embark on the next phase under a new Chief Executive, we do
so from strong foundations, with businesses that are well
established in their respective markets, a capital position that
provides security for today and flexibility for the future and a well
funded, sustainable dividend. However, there are opportunities to
reignite the self-help agenda, focusing on cost efficiency, business
complexity and prioritising further reduction in debt leverage.

United Kingdom

Aviva is the UK’s largest insurer and is unique in operating at scale
across life insurance, savings, general insurance, health insurance
and retirement markets. In 2018, adjusted operating profit! from our
UK Insurance businesses increased 7% to £2,324 million (2017:

£2 164 million). The UK Insurance result continued to benefit from
elevated levels of reserve releases relating to the slowing rate of
improvement in life expectancy in our annuity portfolio and this is
reflected in a higher contribution from “other”. Excluding the
contribution from “other”, our five main operating segments in the
UK delivered aggregate adjusted operating profit* of £1,974 million
(2017: £1,904 million), an increase of 4%.

Annuity and equity release provides significant long-term growth
opportunities as companies look to transfer their defined benefit
pension obligations to the insurance sector and individuals seek
to secure income and unlock equity in their retirement. In 2018,
annuity and equity release sales rose 12% to £4.8 billion (2017:
£4.3 billion) due to higher volumes in bulk purchase annuities.

The increase in sales helped to deliver a 7% increase in adjusted
operating profit' to £779 million (2017: £725 million). The result
benefitted from favourable experience variances relating to
longevity trends though this was offset by lower income from asset
mix optimisation. While we have increased our annuity and equity
release sales volumes in 2018, we have been selective in expanding
our appetite and reflected the uncertain political and economic
backdrop in our investment portfolio. We will maintain a prudent
approach in 2019.

In long-term savings, adjusted operating profit! rose 7% to £198
million (2017: £185 million). Net fund inflows? were £5.0 billion (2017:
£5.6 billion) equating to 4.2% of opening assets under
administration®. Having integrated digital features into our
workplace pension propositions, we increased new scheme wins
with large corporates and delivered higher net fund flows?. This was
offset by lower net fund flows? into the adviser platform, as
migration to a new IT service provider caused disruption for both
IFAs and customers. Weak investment markets towards the end of
2018 constrained growth in assets under administration?, which
ended the year at £116 billion (2017: £118 billion). As fee income is
linked to assets under administration?, this may weigh on adjusted
operating profit' growth in 2019. Nonetheless, we see compelling
long-term growth opportunities from rising participation and higher
contribution rates in workplace savings.

1 Group adjusted operating profit is an Alternative Performance Measure (APM) which is used by the Group to supplement the required disclosures under IFRS. Please refer to note B in the ‘Accounting Policies’ section, note 5
‘Segmental Information” and ‘Other Information’ within the Annual report and accounts for further information.
2 Thisis an Alternative Performance Measure (APM) which provides useful information to supplement an understanding of our financial performance. Further information on APMs, including a reconciliation to the financial
statements (where possible), can be found in the ‘Other Information’ section of the Annual report and accounts.
3 This measure is derived from the Group adjusted operating profit APM. Further details of this measure are included in the ‘Other Information’ section of the Annual report and accounts.
4 The estimated Solvency Il position represents the shareholder view. Please refer to note 57 and the ‘Other information’ section of the Annual report and accounts for more information.
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In protection, we adapted to changing market conditions, resulting
in adjusted operating profit! remaining stable at £226 million (2017:
£227 million). Results from group protection improved in 2018
following actions taken to address adverse claims experience in
2017. This offset weaker results in individual protection, where new
business volumes fell 8% in response to heightened competition
while margins were compressed by higher reinsurance costs. We
will continue to manage our protection business with a focus on
maximising profit over the cycle rather than volume.

Aviva’s UK general insurance business maintained its track record of
delivering consistent, attractive underwriting results in 2018. The
combined operating ratio? was 93.8% (2017: 93.9%) as higher levels
of prior year reserve releases offset an increase in weather related
claims. Net written premiums rose 3% to £4,193 million (2017:
£4,078 million) due to progress in Global Corporate and Specialty
(GCS) and Small and Medium Sized Enterprise (SME) markets. The
underwriting result rose 3% to £253 million (2017: £246 million),
which in turn helped to underpin a 4% increase in adjusted
operating profit' to £415 million (2017: £400 million).

Our legacy portfolio performed in line with expectations in 2018,
with adjusted operating profit' declining 4% to £318 million (2017:
£331 million). The UK with-profits portfolio, which makes a
significant contribution to the legacy performance, saw total assets
decline to £48.9 billion (2017: £58.2 billion) reflecting the weak
investment market environment.

Each year, our UK results include the impact of assumption
changes, adjustments to provisions and management actions to
increase or accelerate value emergence from our capital-intensive
businesses. We ordinarily expect this to provide between £150
million and £200 million per annum benefit to our results. In 2018,
the contribution remained above this range at £350 million (2017:
£260 million). The largest driver of this result was the release of
longevity provisions totalling £728 million (2017: £710 million) due
to changes in life expectancy trends. This was partially offset by
increased provisions and remediation costs, including those
pertaining to historical advised sales by Friends Provident, with
over 90% of cases identified being pre-2002, where we increased
the amount set aside for customer redress to £250 million

(2017: £75 million).

International

Aviva’s International markets comprise Europe, where we have
focused multi-line franchises, and Canada, where we are the second
largest general insurer by premiums written. Excluding the impact
of businesses divested in 2017 and 2018, adjusted operating profit
from our International businesses increased 9% to £1,080 million
(2017: £990 million).

In France, we maintained our operating momentum in 2018,
delivering higher sales, improved product mix and better
efficiency. Adjusted operating profitt in France was £546 million
(2017: £507 million), up 7% in local currency terms. In our life
insurance business, increased demand for savings products helped
to deliver 6% growth in new business volumes to £4.3 billion

(2017: £4.0 billion). With higher average asset balances supporting
fee revenues and operating expense? growth of just 1%, our French
life insurance business grew adjusted operating profit’ 7% to £436
million (2017: £403 million). In general insurance, adjusted operating
profit! rose 5% to £110 million (2017: £104 million). Net written
premiums were £1,118 million (2017: £1,053 million) with growth

IFRS financial statements Other information

mainly derived from commercial lines. The combined operating
ratio? was maintained at 94.5% (2017: 94.5%) despite higher claims
from weather and natural catastrophe events. Our French
leadership team have begun to align our distribution channels
under the Aviva brand and we expect to increase investment in
brand, distribution and digitisation in 2019.

In Poland, Aviva responded to subdued trends in the life insurance
market by implementing a targeted product strategy with our
distribution partners, delivering record levels of customer retention
and managing expenses tightly. As a result, despite lower industry
sales, our life insurance business increased new business volumes
by 3% and adjusted operating profit' rose 8% to £170 million. The
higher life insurance result helped propel our total adjusted
operating profit' in Poland to £190 million (2017: £177 million), an
increase of 6% in local currency terms. In general insurance,
adjusted operating profitt was £20 million (2017: £21 million) due to
lower profitability in motor insurance. Our general insurance
business lacks scale, though we are targeting growth through multi-
cover policies, encouraging digital engagement, utilising our
existing distribution scale in life insurance and developing the price
comparison website market.

In Canada, the focus of our team in 2018 was on setting the
business on the path to recovery following the challenges
experienced in 2017, where results were adversely affected by
heightened claims inflation in motor insurance. We have taken a
range of actions including increases in premium rates, cancellation
of some broker relationships and adjustments to underwriting
appetite. While these actions have begun to yield results, adjusted
operating profit' in Canada was flat at £46 million (2017: £46 million).
Elevated weather and large loss experience, persistent challenges in
motor insurance and costs relating to the completion of the RBC
Insurance integration kept the combined operating ratio? elevated
at 102.4% (2017: 102.2%), despite an improvement in prior year
development.

Aviva recently received regulatory approval for further increases
in premium rates in Ontario motor insurance which will move us
toward rate adequacy. The regulatory approved premium rate
increase of 8.6% in the Aviva portfolio and 16.8% in the RBC
portfolio will be implemented from the first quarter of 2019 and
should begin to benefit results in the latter part of this year and in
2020. In addition, we will continue to work with provincial
governments and regulators to drive much needed reform in the
Canadian insurance market. In summary, we expect our actions
to deliver progress in our financial results in 2019 and we remain
confident that we can achieve our sub-96% combined operating
ratio? goal in 2020.

Aviva made further strategic and financial progress in Italy in 2018.
Our focus on diversifying distribution and providing customers with
innovative products has delivered higher sales, positive net fund
flows? and growth in adjusted operating profit'. On a like-for-like
basis (excluding the divested Avipop business), adjusted operating
profitt increased 16% to £188 million (2017: £162 million). In life
insurance, sales rose 37% in local currency terms to £6.3 billion
(2017: £4.5 billion). Hybrid products, which provide customers a
combination of with-profit, unit linked and protection coverage,
achieved growth of 161% and contributed 44% of our total life sales
(2017: 23%). We also expanded our distribution capability; in 2018,
non-bank channels accounted for greater than 40% of life insurance
sales.

1 Group adjusted operating profit is an Alternative Performance Measure (APM) which is used by the Group to supplement the required disclosures under IFRS. Please refer to note B in the ‘Accounting Policies’ section, note 5

‘Segmental Information” and ‘Other Information’ within the Annual report and accounts for further information.

2 Thisis an Alternative Performance Measure (APM) which provides useful information to supplement an understanding of our financial performance. Further information on APMs, including a reconciliation to the financial

statements (where possible), can be found in the ‘Other Information’ section of the Annual report and accounts.
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The sustained strength in sales has taken our new business share of the
Italian life insurance market to approximately 6% and generated
significant positive net fund flows?. As a result, life insurance adjusted
operating profit' rose 14% to £156 million (2017: £136 million). In general
insurance, Aviva has a niche position in the Italian market. Net written
premiums in this business fell 7% to £317 million (2017: £337 million) as
we took underwriting actions on the motor insurance portfolio. These
actions contributed to improved underwriting margins, which helped
lift adjusted operating profit* to £32 million (2017: £26 million).

In Ireland, adjusted operating profit' was £100 million (2017: £86
million) and we extended our sponsorship of the Aviva Stadium, a
key element of our Group brand strategy. The main driver of growth
in adjusted operating profit! was the Friends First business, which
was acquired by Aviva on 1 June 2018. Benefits from the integration
of Friends First supported higher adjusted operating profit* in life
insurance, compensating for lower sales in annuities. In general
insurance, Aviva has continued to focus on protecting profitability
as the pricing cycle has begun to soften. Net written premium fell
2% to £430 million (2017: £436 million) though underwriting margins
remained attractive, with a combined operating ratio? of 91.5%
(2017:91.4%). As a result, general insurance adjusted operating
profit! rose slightly to £56 million (2017: £53 million). During 2018, we
also completed important structural changes in our Irish business,
with the establishment of a locally incorporated legal entity. This
was an important component of our Brexit preparations.

Aviva Investors

In a challenging year for the fund management industry, Aviva
Investors top-line growth slowed, with revenue up 4% to £597 million
(2017: £577 million). However, we chose to continue to invest in
building a more valuable diversified long-term business, particularly
in our Equities and Real Assets capabilities. This continued
investment, together with the absorption of MiFID Il costs, which we
did not pass onto clients, resulted in adjusted operating profit* of
£150 million (2017: £168 million). We also realised a non-operating
profit of £27 million on the sale of a part of our real estate business.
Over the year, assets under management? declined due to the
aforementioned business disposal, adverse market movements and
expected net outflows on Aviva’s legacy life insurance books. The
AIMS range of funds saw assets reduce to £10.3 billion (2017: £12.6
billion) as difficult market conditions weighed on performance.

Singapore

In Singapore, we continue to grow our distribution network, including
Aviva Financial Advisors with 816 advisers (2017: 673) and Professional
Investment Advisory Services Pte Ltd, with 724 advisers (2017: 593). As
a result, we have maintained positive momentum in life insurance.
New business volumes increased 11% to £1,279 million (2017: £1,164
million) and adjusted operating profit* from our life insurance
operations grew 21% in local currency terms to £141 million (2017:
£118 million). We believe the financial advisory model provides
enhanced flexibility and choice for both advisers and customers and
we will continue to invest in its development in 2019. In general
insurance and health, adjusted operating loss' widened to £16 million
(2017: £8 million) due to adverse claims experience in our health
insurance portfolio. We are taking steps to improve the health
insurance portfolio and this will continue in 2019.

Strategic investments
Aviva’s strategic investments include our Digital operations together
with our joint venture businesses in China, Hong Kong, India,
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Turkey, Vietnam and Indonesia. In 2018, the aggregate adjusted
operating loss' from these businesses widened to £142 million
(2017: £85 million). The primary driver of this was our digital business
in the UK, where we invested further in digital innovation, and
customer proposition development and engagement. This has
given rise to a sharp uplift in customer activity levels; UK MyAviva
active customer registrations have risen 48% and we are seeing
higher volumes of online customer traffic. However, this did not
translate through to higher levels of profitability reflecting the soft
market conditions in 2018. Excluding Digital, results from our
Strategic Investment markets improved. In China and Turkey, we
delivered growth in adjusted operating profit* in local currency
terms while losses narrowed in our less mature businesses in South
East Asia.

Capital and cash

At the end of 2018, our Solvency Il shareholder cover ratio?® was
204% (2017: 198%). The increase in the ratio was achieved despite
significant capital management actions undertaken during the year,
with the £0.9 billion repayment of subordinated debt and £0.6
billion share repurchase equating to a 13 percentage point drag on
the opening solvency position.

Operating capital generation? totalled £3.2 billion (2017: £2.6 billion).
Underlying operating capital generation? was £1.5 billion (2017: £1.7
billion), the decline resulting from business disposals, higher capital
strain from new business growth and increased business
investment spend. Other operating capital generation® of £1.7
billion (2017: £0.9 billion) comprised UK longevity releases together
with capital benefits from the inclusion of dynamic volatility
adjustment in our Group Solvency Il position and model changes in
France, Poland and the UK.

Net cash remittances? increased to £3.1 billion (2017: £2.4 billion) on
the back of a significant uplift in dividends from the UK Insurance
business. Special remittances from UK Insurance were £1.25 billion
(2017: £500 million) and comprised £500 million related to Friends Life
integration synergies and an additional £750 million that was made
possible by the strength of our local entity solvency position.

At our Capital Markets Day in November 2017, we upgraded our
target for cumulative cash remittances? over the three year period
ending in December 2018 to £8 billion (from £7 billion previously).
We fell slightly short of the upgraded target, achieving £7.9 billion
of cumulative cash flows to Group centre from remittances and
divestiture proceeds. This reflects the delay in completing the sale
of Friends Provident International and our decision to retain the
£0.2 billion of proceeds from the sale of Avipop in our Italian
subsidiary to support capital given growth in the business and
recent trends in Italian Government bond spreads.

In conjunction with the higher remittances, excess centre cash flow? in
2018 was £2,437 million (2017: £1,656 million). Even after adjusting for
special remittances, recurring excess centre cash flow? was sufficient
to fund Aviva’s ordinary dividend. At the end of February 2019, Group
centre liquidity was £1.6 billion (2017: £2.0 billion). Our intention is to
maintain the Group centre liquidity balance in a range of £1 billion to
£2 billion over time. Additional cash may also be set aside at Group
centre for the purpose of defeasing subordinated debt maturities in
2020 and beyond. In 2018, we raised €750 million of senior debt with
maturity in 2027 and a coupon of 1.875%. This was used to redeem
€350 million of maturing senior debt and reduce commercial paper
balances and was therefore neutral to our net debt position, while
extending our liability profile.

1 Group adjusted operating profit is an Alternative Performance Measure (APM) which is used by the Group to supplement the required disclosures under IFRS. Please refer to note B in the ‘Accounting Policies’ section, note 5
‘Segmental Information” and ‘Other Information’ within the Annual report and accounts for further information.

2

statements (where possible), can be found in the ‘Other Information’ section of the Annual report and accounts.

3

This is an Alternative Performance Measure (APM) which provides useful information to supplement an understanding of our financial performance. Further information on APMs, including a reconciliation to the financial

The estimated Solvency Il position represents the shareholder view. Please refer to note 57 and the ‘Other information’ section of the Annual report and accounts for more information.
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In November 2017, we outlined an ambition to deploy £3 billion of
cash by the end of 2019. In 2018, our deployment initiatives totalled
£1.7 billion, comprising £0.9 billion of subordinated debt retirement,
£0.6 billion of capital returned to shareholders via a share
repurchase programme and £0.2 billion on M&A initiatives, the
largest of which was the acquisition of Friends Firstin Ireland. Of the
remaining £1.3 billion of cash we had anticipated deploying, we are
extending the time-line beyond 2019 and will prioritise
reinvestment in our existing operations and debt deleveraging.
Based on our current outlook, there is less appetite for bolt-on
acquisitions in 2019.

Between 2019 and 2022, Aviva has c£3.0 billion of maturing debt, of
which we currently expect to repay without refinancing £1.5 billion.
On a pro forma basis, this would reduce our outstanding debt
balances by approximately 20%, reduce our ratio of debt to
Solvency Il own funds by 4 percentage points to 29%, and reduce
our Solvency Il shareholder cover ratio®® by 10 percentage points to
194%. We estimate this would give rise to cash interest expense
savings of approximately £90 million per annum, improving Group
adjusted operating profit!, operating capital generation? and excess
centre cash flow?. We continue to manage the company consistent
with double-A financial metrics.

We expect to fund the reduction of debt balances from internal
sources, including regular cash remittances from our business units,
special remittances associated with our capital structure
optimisation initiatives and proceeds from divestiture activity.

Dividend

In light of our results and the strength of our financial position, we
have increased our total dividend per share by 9% to 30.0 pence
(2017: 27.4 pence). This is the fifth consecutive year of significant
annual growth in the dividend, with the 2018 level representing
double the level paid for 2013 (15.0 pence).

Having achieved our 50% dividend payout ratio target relative to
operating EPS*?in 2017, this year we have increased the dividend
payout ratio to 51.4%. Looking forward, the Board of Directors has
decided to move from a policy targeting a pay-out ratio tied to
operating EPS?® to a progressive dividend policy. This change will
afford the new CEO greater flexibility to implement his strategic
agenda while protecting the current dividend per share for our
existing shareholders.

At Aviva, a “progressive” dividend policy means that, under ordinary
circumstances, the Board of Directors would at least maintain the
then-current annual ordinary dividend per share, while seeking to
grow the dividend per share over time based on the Board of
Directors’ periodic assessment of the Group’s financial performance
and future outlook. In practice, this might result in a higher or lower
dividend pay-out ratio relative to earnings, which could fluctuate,
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while the dividend per share remains steady or grows under
ordinary circumstances. Aviva’s annual ordinary dividend per share
has doubled from 2013 to 2018, and the Company expects that
future percentage growth rates of the dividend per share will be
more modest than those in the recent past.

Outlook

Given current uncertainties, including the unknown future impacts
of Brexit on the economies of the United Kingdom and Europe, our
near-term outlook entering 2019 is more muted than our outlook a
year ago. While we achieved 7% operating EPS?® growth in each of
the past two years, it will be difficult to sustain this momentum in
2019.

In terms of currently identifiable result drivers, we cite potential
headwinds from weak investment markets in late 2018 on fee
income in our asset gathering businesses including UK long-term
savings, European life and Aviva Investors, and a possible increase
in the blended tax rate due to changes in the business mix of Group
adjusted operating profit'. On the other side of the ledger, we
expect results to benefit from improved profitability in Canada in
addition to lower interest expense and a reduction in weighted
average shares in issue following capital management initiatives
undertaken in 2018. Our results will also depend on the degree of
offset between benefits from changing longevity trends in the UK
and costs associated with investment and change spend.

In conjunction with the appointment of a new Chief Executive, we
are reallocating resources and making changes to our priorities.
This process has begun, though it will receive further impetus now
that the new Chief Executive has been appointed. Areas of focus
include potential changes to our business model to drive further
efficiency, opportunities to optimise our product and market
portfolio and the prioritisation of debt deleveraging announced in
today’s results. The new Chief Executive will expand on our plans
and outline refreshed targets in the near future.

In conclusion, we approach 2019 with strong fundamentals; our
balance sheet is robust and resilient, our businesses are well
positioned in their respective markets and overall performance has
been steady. This provides a strong platform on which the incoming
Chief Executive can build, with renewed focus on efficiency,
complexity and customer to drive future performance.

Thomas D. Stoddard

Chief Financial Officer
6 March 2019

1 Group adjusted operating profit is an Alternative Performance Measure (APM) which is used by the Group to supplement the required disclosures under IFRS. Please refer to note B in the ‘Accounting Policies’ section, note 5
‘Segmental Information’ and ‘Other Information’ within the Annual report and accounts for further information.

2 Thisis an Alternative Performance Measure (APM) which provides useful information to supplement an understanding of our financial performance. Further information on APMs, including a reconciliation to the financial
statements (where possible), can be found in the ‘Other Information’ section of the Annual report and accounts.

3 This measure is derived from the Group adjusted operating profit APM. Further details of this measure are included in the ‘Other Information’ section within the Annual report and accounts.

4 The estimated Solvency Il position represents the shareholder view. Please refer to note 57 in the Annual report and accounts and the ‘Other information’ section for more information.
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UK

Overview

Aviva is the UK’s largest insurer with a 17%! share of the UK Life and
savings market and a 10%? share of the UK General insurance and
health market, with 15 million customers in the UK. As a ‘multi-line’
insurer we have a clear strategic advantage, providing individual
and corporate customers with a wide range of insurance and
savings products, from car, home and health insurance to pensions,
investments and asset management. We have a strong core
capability in managing existing books of business and have one of
the largest customer bases in the UK life and pensions market.

We are here to help our customers, protect what’s important to
them and to help save for their long-term goals. Helping our
customers provide for a more comfortable retirement and with a
better understanding of the financial choices they face is a priority
for us. We provide a secure income to 1.2 million customers in the
form of an annuity, paying out over £2.6 billion each year. We are
also a leading supplier* of equity release (lifetime mortgages),
lending over £700 million in 2018, helping people to raise money
to fund whatever matters most in life.

We focus on the customer, with market leading service at the heart of
our business. We insure 2.5 million motor customers and 3.2 million
home customers. Through the launch of AvivaPlus, an innovative
general insurance proposition, customers can pick and choose the
cover they need, with no interest or administration fees. The renewal
price guarantee means we review each customer’s price at renewal to
make sure they pay no more than if they were new to AvivaPlus.

Over 5 million people rely on us to protect them and their families
during some of the most difficult times in their lives, such as
bereavement and serious illness. We are proud not only of the scale
of the financial and wider support that our protection products
provide, but the care with which claims are managed. We continue
to win several awards recognising our achievements, including Best
Protection Provider for the second consecutive year from Money
Marketing and Best Individual Critical Illness Provider at both the
Cover Excellence and Health Insurance awards.

In 2018 we published our first UK claims report, encouraging the
industry to join us in publishing comprehensive information about
how insurers manage customer claims, why some claims are
declined and how consumers can do more themselves to
understand whether the cover they have is what they need. In the
UK, we paid out 96% of all claims received in 2017 and as high as
99% in motor and life insurance. That equated to £3.6 billion to help
our customers across motor, home, travel, protection, health and
commercial business insurance.

We are the largest UK corporate pensions provider’, servicing over
3.8 million customers, including 22%?* of the workplace pensions
market. We are proud to receive external recognition® for excellent
service in the pensions marketplace. We offer pensions, protection,
and bulk purchase annuity propositions to both large and small
companies, as well as health and general insurance.

Association of British Insurers (ABI) 12 months to end Q318.

GlobalData plc online database.
Aviva Corporate Operations were awarded the Thomson Online Benefits 5-star service rating in May 2018.

AW
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We also provide general insurance to a wide range of businesses,
with over 650,000 policies in force. In addition to our well
established Small and Medium Enterprise (SME) client base, our
Global Corporate & Specialty (GCS) business is focused on building
the right solutions for large corporate clients and their brokers,
working together to provide a tailor-made package that meets their
requirements in the UK and across the globe. In 2018 retention of
our existing customer base was over 90% and we were successful in
winning the multi-national business of large UK corporates. We
continue to support clients in improving their risk management
through our prevention agenda and our highly valued claims
service.

Financial and health wellbeing is top of employer agendas and

we continue to support them and their employees with further
development of Aviva Wellbeing, a set of services aimed at helping
employers build healthier, happier and more productive
workforces. In 2018 we launched Aviva Digital GP, an innovative
proposition offering around the clock access to GP video
consultations and chat features, pharmacy services and repeat
NHS prescriptions.

We have 4.2 million customers in the UK actively registered on
MyAviva, allowing them to manage their policies online, an increase
of 48% on 2017. We are accessible to new and existing personal and
corporate customers however they want to engage with us. We have
an unparalleled distribution network, with a growing digital direct
offering for sales and service, strong relationships with independent
financial advisers, brokers, employee benefit consultants, banks
and other partners such as estate agencies.

We continue to win many awards, including ‘General Insurer of the Year’
from Insurance Times for the fifth year running and Insurance Post for
the second year, and ‘Health Insurer of the Year’ at the Health Insurance
Awards for the ninth year running. We also won Moneywise’s ‘Best
Pensions Education Initiative’, an award to highlight the efforts being
made by financial providers to educate their customers, and the public,
about pensions and retirement planning,

Financial performance

2018 2017
£m £m
Adjusted operating profit*®
Life 1,871 1,728
General Insurance 415 411
Health 38 36
2,324 2,175
Cash remitted to Group>7#
Life 2,170 1,366
General Insurance and Health 379 434
2,549 1,800
Expenses
Operating expenses® 1,613 1,493
Integration and restructuring costs - 76
1,613 1,569
New business
Present value of new business premiums (PVNBP)° 23,946 23,764
Value of new business on an adjusted Solvency Il basis
(VNB)S 481 527
General Insurance
Combined operating ratio (COR)® 93.8%  93.9%
Net written premiums (NWP) 4,193 4,078

Adjusted operating profit is an Alternative Performance Measure (APM) which is used by the Group to supplement the required disclosures under IFRS. Please refer to note B in the ‘Accounting Policies’ section, note 5
‘Segmental Information’ and ‘Other Information’ within the Annual report and accounts for further information.

5 Thisis an Alternative Performance Measure (APM) which provides useful information to enhance the understanding of financial performance. Further information on APMs, including a reconciliation to the financial statements

(where possible), can be found in the ‘Other Information’ section of the Annual report and accounts.

6 The amounts shown above in respect of adjusted operating profit do not reconcile to the corresponding amounts in note 5 ‘Segmental information’ within the Annual report and accounts due to the inclusion of our Health

business within UK General insurance.

7 2018 general insurance cash remittances include amounts of £331 million received from UK General Insurance in February 2019 in respect of 2018 activity.
8 Cash remitted to Group is managed at legal entity level. As Ireland constitutes a branch of the United Kingdom business, cash remittances from Ireland were not aligned to our management structure within Europe, but they

were reported within United Kingdom.
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Profit

UK Life adjusted operating profit"" increased by 8% to £1,871
million (2017: £1,728 million) due to further benefits from changes
in longevity assumptions and the continued growth of long-term
savings and bulk purchase annuities (BPA).

The UK’s adjusted operating profit"" across new and existing
business can be analysed by segment as shown below:

2018 2017

£m £m

New  Existing Total New  Existing Total

Adjusted operating profit” business  business £m  business  business fm

Long-term savings? (96) 294 198 (74) 259 185
Annuities and equity release 363 416 779 335 390 725
Protection 91 135 226 130 97 227
Legacy® — 318 318 — 331 331
Other* — 350 350 — 260 260
Life 358 1,513 1,871 391 1,337 1,728
Underwriting result 253 246
Long-term investment return 161 163
Other® 1 2
General Insurance 415 411
Health 38 36
Total adjusted operating

profit:” 2,324 2,175

The increase in adjusted operating profit™’ is offset by an adverse
movement in investment variances and economic assumption
changes leading to a reduction in profit before tax attributable to
shareholders’ profits’ of our life business of £1,399 million (2017:
£1,619 million).

UK General Insurance adjusted operating profit" was up 1% at £415
million (2017: £411 million), including a 3% increase in underwriting
profit as the business has grown while maintaining a stable COR®.

UK Health adjusted operating profit” increased by 6% to £38
million (2017: £36 million) due to improved underlying margins.

Long-term savings

Long-term savings adjusted operating profit"” increased by 7% to
£198 million (2017: £185 million) with positive net fund inflows® of
£5.0 billion (2017: £5.6 billion) while maintaining a stable in-force
profit margin. Average assets under management (AUM®) across the
year grew to £118 billion (2017: £111 billion). However, weak
investment markets towards the end of 2018 constrained growth in
AUME, which ended the year at £116 billion (2017: £118 billion). Along
with growth in workplace pension net fund flows?, driven by new
scheme wins with large corporates, we delivered continued positive
platform net fund flows® of £3.9 billion (2017: £6.2 billion) despite a
difficult market environment and functionality problems impacting
advisers and customers during the migration of the adviser platform
to a new service provider. Platform assets under management® grew
by 12% in the year to £22.6 billion (2017: £20.2 billion). The increase
in new business strain reflects our workplace pensions growth and
the continued investment in the Aviva Financial Advisers network.

Annuities and Equity Release

Annuities and equity release adjusted operating profit’ increased
by 7% to £779 million (2017: £725 million). BPA trading drove a 12%
increase in volumes to £4,784 million (2017: £4,287 million),
including Aviva’s largest BPA deal to date of £925 million with Marks
and Spencer, leading to an 8% increase in new business profits to
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£363 million (2017: £335 million). Existing business adjusted
operating profit"” increased by £26 million to £416 million (2017:
£390 million) due to favourable longevity experience partly offset by
areduction to £24 million (2017: £86 million) in the benefit from the
optimisation of the asset mix by increasing the proportion of illiquid
assets backing the in-force portfolio.

Protection

Protection adjusted operating profit’ remained stable at

£226 million (2017: £227 million). The benefit of improved claims
experience in Group Protection following actions taken to mitigate
2017 adverse experience was offset by an 8% reduction in new
business volumes to £1,799 million PVNBP® (2017: £1,964 million)
and fall in new business profits in a competitive individual
protection market including the impact of hardening reinsurance
rates.

Legacy

Legacy contributed adjusted operating profit:’ of £318 million
(2017: £331 million). The expected reduction in AUM® as policies
mature was partly offset by favourable market movements in 2017
that drove higher opening 2018 AUM®. We continue to expect
adjusted operating profit' from the legacy business to decline by
approximately 10% per annum over the medium term.

Other

In 2018, the contribution from Other was £350 million. The largest
driver of this result was the release of longevity provisions totalling
£728 million due to changes in life expectancy trends®. This was
partly offset by the recognition of an additional £175 million
provision relating to potential redress for advised sales by Friends
Provident (of which over 90% of cases relate to pre-2002, with the
total provision recognised being £250 million) and a £119 million
adverse impact in respect of the settlement of certain legacy
reinsurance arrangements.

In 2017, Other of £260 million mainly related to the release of
longevity assumptions totaling £710 million® This was partly offset
by the impact of recognition of a £75 million provision relating to
potential redress for advised sales by Friends Provident,
strengthening of maintenance expense reserves of £89 million,
recognition of future costs reserves of £125 million and modelling
impacts totalling £131 million.

General insurance
UK General Insurance adjusted operating profit"" was up 1% at
£415 million (2017: £411 million).

The underwriting result increased 3% to £253 million (2017:
£246 million), reflecting an improved underlying performance,

as we maintained a disciplined approach to underwriting and
distribution. The impact of less favourable weather compared to
2017, (although weather remained favourable to the long-term
average), was offset by higher prior year reserve releases.

Long-term investment return (LTIR) declined by £2 million to

£161 million (2017: £163 million), with the reduction in the internal
loan return (net neutral to Group) broadly offset by the impact of an
updated investment mix.

Adjusted operating profit’ is a key driver for the improvement in profit
before tax attributable to shareholders’ profits of £450 million (2017:
£336 million), partially offset by increased adverse market movements.

1 Adjusted operating profit is an Alternative Performance Measure (APM) which is used by the Group to supplement the required disclosures under IFRS. Please refer to note B in the ‘Accounting Policies’ section, note 5

‘Segmental Information’ and ‘Other Information’ within the Annual report and accounts for further information.

Includes pensions and the savings Platforms.
Legacy represents products no longer actively marketed, including With-Profits and Bonds.

o v s wN

Other General Insurance includes unwind of discount and pension scheme net finance costs.

(where possible), can be found in the ‘Other Information’ section of the Annual report and accounts.

Other Life represents changes in assumptions and modelling, non-recurring items, and non-product specific items.

This is an Alternative Performance Measure (APM) which provides useful information to enhance the understanding of financial performance. Further information on APMs; including a reconciliation to the financial statements

7 The amounts shown above in respect of adjusted operating profit and profit before tax attributable to shareholders’ profits do not reconcile to the corresponding amounts in note 5 ‘Segmental information” within the Annual

report and accounts due to reclassification of health business to general insurance.

8 Please refer to note 47 ‘Effect of changes in assumptions and estimates during the year’ within the Annual report and accounts.

Aviva plc Strategic report 2018


https://www.aviva.com/newsroom/news-releases/2018/05/Aviva-wins-bulk-annuity-deal-with-ms-pension-scheme/
https://www.aviva.com/2018ar
https://www.aviva.com/2018ar
https://www.aviva.com/2018ar
https://www.aviva.com/2018ar
https://www.aviva.com/2018ar
https://www.aviva.com/2018ar
https://www.aviva.com/2018ar
https://www.aviva.com/2018ar

Strategic report Governance

Market review Continued

In December 2018, the Civil Liability Bill became an Act of
Parliament, which includes a change in the way the discount rate
used to calculate lump sum compensation in personal injury cases
(the ‘Ogden rate’) is set. Although the rate remains uncertain, it is
anticipated that the Government will set a discount rate which is
higher than the current -0.75% rate. At this stage, following a review
of a range of outcomes, Aviva has adopted a rate of 0.0% within the
full year 2018 reserves. The positive impact of this reserve change
(£190 million) has been excluded from the 2018 adjusted operating
profit!, a consistent treatment with the previous rate change
in2016.

Cash

Cash remitted to Group? was £2,549 million (2017: £1,800 million).
2018 includes an additional £500 million (2017: £500 million) of
Friends Life integration remittance taking the total Friends Life
integration remittances to £1.25 billion, exceeding the target of
£1 billion, along with further special remittances of £750 million,
reflecting the strong capital position of UK Life following recent
positive longevity developments and management actions.

Expenses

Total expenses increased 3% year on year to £1,613 million (2017:
£1,569 million) as we continue to focus on operational efficiency and
invest in growth and simplification initiatives including building our
BPA capability, updating our IT infrastructure, improvements to
customer experience while also implementing mandatory
requirements such as IFRS 17 and GDPR. Excluding these initiatives,
expenses were broadly flat.

New business

PVNBP?
2017

VNB? New Business Margin
2017 2018 2017

Gross of tax and non-controlling 2018 2018

interests £m £m £m £m % %
Long-term savings 16,829 16,813 111 153 0.7% 0.9%
Annuities and equity release 4,784 4287 196 157 4.1% 3.7%
Protection 1,799 1,964 140 183 7.8% 9.3%
Health and Other 534 700 34 34 6.4% 4.9%
Total 23,946 23,764 481 527 2.0% 2.2%

PVNBP?increased 1% to £23,946 million (2017: £23,764 million) as

the growth in BPA and workplace pensions was offset by lower Platform,
Protection and Health volumes. However, VYNB? decreased by 9% to £481
million (2017: £527 million). The increase in PVYNBP? is primarily due to BPA
growth, including Aviva’s largest BPA deal to date of £925 million with
Marks and Spencer, while the overall reduction in VNB? reflects falls in
protection and long-term savings.

Long-term savings VNB? reduction is mainly driven by lower Savings
Platform volumes during and after service provider transition. It also
reflects a reduction in workplace pension VNB?, as an increase in
volumes has been offset by a change in mix towards lower margin,
larger pension schemes.

Annuities and equity release VNB? increased 25% to £196 million
(2017: £157 million) driven by growth in BPA volumes with improved
margins as we continued to participate in the market on a selective
basis. Annuity VNB? includes an £85 million (2017: £96 million)
impact of new business on the calculation of UK Life’s transitional
measures.

Protection VNB? reduced by 23% to £140 million (2017: £183 million)
driven by an 8% reduction in sales to £1,799 million (2017: £1,964
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million) in a competitive individual protection market and the
impact of hardening reinsurance rates.

Health and Other VNB? was stable at £34 million (2017: £34 million)
with a fall in volumes, as we exited the International PMI market,
offset by increased margins.

Net written premiums (NWP) and combined operating ratio (COR)?

Net written premiums Combined operating ratio

2018 2017 2018 2017

United Kingdom General insurance £m £m % %
Personal motor 1,125 1,142

Personal non-motor 1,369 1,359

UK Personal lines 2,494 2,501  92.4%  92.0%
Commercial motor 532 514

Commercial non-motor 1,167 1,063

UK Commercial lines 1,699 1,577 96.1% 96.7%
Total 4,193 4,078 93.8%  93.9%
NWP

NWP increased 3% to £4,193 million (2017: £4,078 million), the fourth
consecutive year of growth, as we continue to focus on our
preferred products and channels.

UK Personal lines was broadly in line with the prior year with a 1%
fall in motor reflecting lower average premiums in the softer market,
while non-motor increased 1% driven by growth in home.

UK Commercial lines increased 8%, driven by a 10% increase in
Commercial non-motor, with solid growth in SME and Global
Corporate Specialty (GCS) while commercial motor increased 4%.

COR?

UK General Insurance COR? of 93.8% is a 0.1pp improvement on
prior year against the backdrop of the Beast from the East and the
softer motor market. Improved underlying performance and higher
prior year reserve releases, primarily from favourable experience

in attritional and large injury claims, was partly offset by less
favourable weather experience compared to prior year, although
this was still favourable to the long term average.

UK Personal lines COR? of 92.4% was 0.4pp higher year on year,
reflecting higher weather costs partly offset by higher prior year
reserve releases and improved business mix.

UK Commercial lines COR? of 96.1% improved 0.6pp year on year,
as our underlying performance improved from the continued
disciplined underwriting and growth combined with higher prior
year reserve releases, partly offset by higher weather costs.

Operational highlights

Following the phased launch in 2018, we continue to deliver our
new AvivaPlus proposition to more customers. The innovative
general insurance proposition is simple to use, flexible and
rewards loyalty. Our revolutionary new approach to insurance
ensures existing home and motor customers get the same or
better price than new customers, instant claims, no fees for
paying monthly, fast quotes with fewer questions and
customisable cover to ensure they stay in control.

Through Quantum, our data science practice, we continue to
simplify how customers buy from us. This capability is being used
across life and general insurance, for individual, SME and partners
such as HSBC and Barclays. We ask fewer questions and make it
as simple as possible for our customers to find the best solution
to suit their needs.

1 Adjusted operating profit is an Alternative Performance Measure (APM) which is used by the Group to supplement the required disclosures under IFRS. Please refer to note B in the ‘Accounting Policies’ section, note 5

‘Segmental Information’ and ‘Other Information’ within the Annual report and accounts for further information

2 Thisis an Alternative Performance Measure (APM) which provides useful information to enhance the understanding of financial performance. Further information on APM’s, including a reconciliation to the financial statements

(where possible), can be found in the ‘Other