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Dear Investor

Nearly all major global stock and bond indexes fell sharply in 
2022, as investors contended with persistently high inflation, 
tightening financial conditions, and slowing economic and 
corporate earnings growth.

Double-digit losses were common in equity markets around 
the world, and bond investors also faced a historically tough 
environment amid a sharp rise in interest rates. Value shares 
declined but outperformed growth stocks by a considerable 
margin as equity investors turned risk averse and as rising 
rates put downward pressure on growth stock valuations. 
Emerging markets stocks generally underperformed shares in 
developed markets. Meanwhile, the U.S. dollar strengthened 
versus most currencies during the period, which weighed on 
returns for U.S. investors in international securities.

Within the S&P 500 Index, energy was a rare bright spot, 
gaining more than 60% as oil prices jumped in response to 
Russia’s invasion of Ukraine and concerns over commodity 
supply shortages. Defensive shares, such as utilities, consumer 
staples, and health care, held up relatively well and finished 
the year with roughly flat returns. Conversely, communication 
services, consumer discretionary, and information technology 
shares suffered the largest declines.

Elevated inflation remained a leading concern for investors 
throughout the period, although there were signs that price 
increases were moderating by year-end. November’s consumer 
price index data showed headline inflation rising 7.1% on a 
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INVESTMENT OBJECTIVE 

The fund seeks a high level of dividend income and long-term 
capital growth primarily through investments in stocks.

FUND COMMENTARY

How did the fund perform in the past 12 months?

The Equity Income Portfolio returned -3.34% for the 
12-month period ended December 31, 2022. The portfolio 
outperformed the Russell 1000 Value Index and its peer group, 
the Lipper Variable Annuity Underlying Equity Income Funds 
Average. (Returns for the II Class shares varied slightly, 
reflecting its different fee structure. Past performance cannot 
guarantee future results.)

PERFORMANCE COMPARISON

 Total Return
Periods Ended 12/31/22 6 Months 12 Months

Equity Income Portfolio   5.52 %  -3.34 %

Equity Income Portfolio–II   5.38   -3.59 

Russell 1000 Value Index   6.11   -7.54 

S&P 500 Index   2.31   -18.11 

Lipper Variable Annuity  
Underlying Equity Income  
Funds Average   5.75   -4.73 

 

What factors influenced the fund’s performance?

Investors shunned riskier assets in 2022 amid various 
headwinds, including Russia’s invasion of Ukraine, elevated 
inflation exacerbated by rising commodity prices and supply 
bottlenecks, surging U.S. Treasury yields, tightening financial 
conditions, and slowing economic and corporate earnings 
growth.

Positive stock selection and sector allocation drove 
outperformance. The portfolio was well prepared for an 
environment of higher interest rates and commodity prices 
after we repositioned our holdings during the worst of the 
coronavirus pandemic. This positioning, combined with our 
valuation discipline and focus on dividend yield, helped 
relative returns as much of the pain in equity markets over 
2022 was in higher-multiple stocks.

Financials sector names contributed to relative results, 
particularly those within the insurance industry. Our positions 
in American International Group (AIG) and Chubb continued 
to perform well amid a property and casualty (P&C) upcycle. 
AIG posted solid gains, although the stock was briefly 
pressured by the spinoff of its life and retirement business in 

September before advancing as the positive impact of the 
company’s focus on its P&C business became clearer to 
investors. (Please refer to the portfolio of investments for a 
complete list of holdings and the amount each represents in 
the portfolio.)

Consumer discretionary names helped performance due to 
stock selection and an underweight allocation to the sector. 
Our position in Las Vegas Sands was a notable contributor. 
The casino and resort operator lagged its peers early in the 
period as China’s pandemic lockdowns delayed reopening in 
Macau. However, in the year’s second half, Las Vegas Sands’ 
shares rose amid a strong recovery in the company’s Singapore 
operations followed by optimism after China eased some of its 
COVID-19 restrictions. The company also had its gaming 
concession renewed to continue operating in Macau, removing 
a significant regulatory overhang on the stock. TJX, a leading 
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How is the fund positioned?

The Equity Income Portfolio seeks to buy well-established, 
large-cap companies that have a strong record of paying 
dividends and appear to be undervalued by the market. The 
portfolio’s holdings tend to be solid, higher-quality companies 
going through a period of controversy or stress, reflecting our 
dual focus on valuation and dividend yield. Each position is 
the product of careful stock picking based on the fundamental 
research generated by T. Rowe Price’s equity analyst team, as 
opposed to selection based on broader market or 
macroeconomic trends.
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RISKS OF INVESTING IN THE FUND

DIVIDEND-PAYING STOCKS

The fund’s emphasis on dividend-paying stocks could cause 
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TWENTY-FIVE LARGEST HOLDINGS

 

Percent of 
Net Assets 

12/31/22

TotalEnergies   3.2 %

Wells Fargo   3.0  

Southern   3.0  

General Electric   2.9  

American International Group   2.5  

Elevance Health

   

  2.9 3.2
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PORTFOLIO OF 
INVESTMENTS‡
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 Shares
  

$ Value
(Cost and value in $000s)   ‡

HEALTH CARE  17.4%

Biotechnology  1.8%    

AbbVie     67,493    10,907 
Biogen (1)    7,806    2,162 

     13,069 
Health Care Equipment & 
Supplies  3.7%    

Becton Dickinson & Company     45,631    11,604 
Medtronic     84,111    6,537 
Zimmer Biomet Holdings     64,200    8,186 

     26,327 
Health Care Providers & 
Services  5.8%    

Cardinal Health     56,000    4,305 
Centene (1)    53,980    4,427 
Cigna     25,571    8,473 
CVS Health     86,509    8,062 
Elevance Health     32,239    16,537 

     41,804 
Pharmaceuticals  6.1%    

AstraZeneca, ADR 
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‡ Shares are denominated in U.S. dollars unless otherwise noted.
(1) Non-income producing
(2) The identity of certain securities has been concealed to protect the fund while it completes a purchase or selling program for the 

securities.
(3) Seven-day yield
(4)
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($000s, except shares and per share amounts)

Assets
Investments in securities, at value (cost $520,522)  $  716,208 
Dividends receivable    2,136 
Receivable for shares sold    409 
Foreign currency (cost $229)    230 
Other assets    306 
Total assets    719,289 

Liabilities
Payable for shares redeemed    659 
Investment management and administrative fees payable    495 
Other liabilities    90 
Total liabilities    1,244 

NET ASSETS  $  718,045 

Net Assets Consist of:
Total distributable earnings (loss)  $  197,229 
Paid-in capital applicable to 26,648,591 shares of $0.0001 par value capital stock outstanding; 
1,000,000,000 shares of the Corporation authorized    520,816 

NET ASSETS  $  718,045 

NET ASSET VALUE PER SHARE

Equity Income Portfolio Class
($434,108,659 / 16,073,762 shares outstanding)  $  27.01 
Equity Income Portfolio - II Class
($283,936,475 / 10,574,829 shares outstanding)  $  26.85 
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($000s)

Year 
Ended 

12/31/22
Investment Income (Loss)
Income
Dividend income (net of foreign taxes of $601)  $  20,068 

.... ...  ...

Expenses
Investment management and administrative expense    6,299 
Rule 12b-1 fees - Equity Income Portfolio - II Class    705 
Waived / paid by Price Associates    (815 )
Net expenses    6,189 

Net investment income    13,879 

Realized and Unrealized Gain / Loss –
Net realized gain (loss)

Securities    32,960 
Foreign currency transactions    2 
Net realized gain    32,962 

Change in net unrealized gain / loss
Securities    (73,962 )
Other assets and liabilities denominated in foreign currencies    13 
Change in net unrealized gain / loss    (73,949 )

Net realized and unrealized gain / loss    (40,987 )

DECREASE IN NET ASSETS FROM OPERATIONS  $  (27,108 )
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($000s)
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NOTES TO FINANCIAL STATEMENTS

T. Rowe Price Equity Series, Inc. (the corporation) is registered under the Investment Company Act of 1940 (the 1940 Act). The 
Equity Income Portfolio (the fund) is a diversified, open-end management investment company established by the corporation. The 
fund seeks a high level of dividend income and long-term capital growth primarily through investments in stocks. Shares of the fund 
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Indemnification  In the normal course of business, the fund may provide indemnification in connection with its officers and directors, 
service providers, and/or private company investments. The fund’s maximum exposure under these arrangements is unknown; 
however, the risk of material loss is currently considered to be remote.

NOTE 2 - VALUATION 

Fair Value  The fund’s financial instruments are valued at the close of the NYSE and are reported at fair value, which GAAP defines 
as the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants 
at the measurement date. The fund’s Board of Directors (the Board) has designated T. Rowe Price Associates, Inc. as the fund’s 
valuation designee (Valuation Designee). Subject to oversight by the Board, the Valuation Designee performs the following functions in 
performing fair value determinations: assesses and manages valuation risks; establishes and applies fair value methodologies; tests fair 
value methodologies; and evaluates pricing vendors and pricing agents. The duties and responsibilities of the Valuation Designee are 
performed by its Valuation Committee. The Valuation Designee provides periodic reporting to the Board on valuation matters.

Various valuation techniques and inputs are used to determine the fair value of financial instruments. GAAP establishes the following 
fair value hierarchy that categorizes the inputs used to measure fair value: 

Level 1 – quoted prices (unadjusted) in active markets for identical financial instruments that the fund can access at the reporting date

Level 2 – inputs other than Level 1 quoted prices that are observable, either directly or indirectly (including, but not limited to, quoted 
prices for similar financial instruments in active markets, quoted prices for identical or similar financial instruments in 
inactive markets, interest rates and yield curves, implied volatilities, and credit spreads)

Level 3 – unobservable inputs (including the Valuation Designee’s assumptions in determining fair value)

Observable inputs are developed using market data, such as publicly available information about actual events or transactions, and 
reflect the assumptions that market participants would use to price the financial instrument. Unobservable inputs are those for which 
market data are not available and are developed using the best information available about the assumptions that market participants 
would use to price the financial instrument. GAAP requires valuation techniques to maximize the use of relevant observable inputs and 
minimize the use of unobservable inputs. When multiple inputs are used to derive fair value, the financial instrument is assigned to the 
level within the fair value hierarchy based on the lowest-level input that is significant to the fair value of the financial instrument. Input 
levels are not necessarily an indication of the risk or liquidity associated with financial instruments at that level but rather the degree of 
judgment used in determining those values. 

Valuation Techniques  Equity securities, including exchange-traded funds, listed or regularly traded on a securities exchange or in the 
over-the-counter (OTC) market are valued at the last quoted sale price or, for certain markets, the official closing price at the time the 
valuations are made. OTC Bulletin Board securities are valued at the mean of the closing bid and asked prices. A security that is listed 
or traded on more than one exchange is valued at the quotation on the exchange determined to be the primary market for such security. 
Listed securities not traded on a particular day are valued at the mean of the closing bid and asked prices for domestic securities and the 
last quoted sale or closing price for international securities.

The last quoted prices of non-U.S. equity securities may be adjusted to reflect the fair value of such securities at the close of the NYSE, 
if the Valuation Designee determines that developments between the close of a foreign market and the close of the NYSE will affect 
the value of some or all of the fund’s portfolio securities. Each business day, the Valuation Designee uses information from outside 
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The tax character of distributions paid for the periods presented was as follows:

($000s)   

December 31, 
2022

December 31, 
2021

Ordinary income (including short-term capital gains, if any)  $  15,024  $  20,209 

Long-term capital gain    35,523    45,791 

    

Total distributions  $  50,547  $  66,000 

At December 31, 2022, the tax-basis cost of investments (including derivatives, if any) and gross unrealized appreciation and 
depreciation were as follows:

($000s)

Cost of investments  $  523,627 

Unrealized appreciation  $  213,068 

Unrealized depreciation    (20,480 )

Net unrealized appreciation (depreciation)  $  192,588 

At December 31, 2022, the tax-basis components of accumulated net earnings (loss) were as follows:

($000s)

Undistributed ordinary income  $  535 

Undistributed long-term capital gain    4,106 

Net unrealized appreciation (depreciation)    192,588 
  

Total distributable earnings (loss)  $  197,229 

Temporary differences between book-basis and tax-basis components of total distributable earnings (loss) arise when certain items of 
income, gain, or loss are recognized in different periods for financial statement purposes versus for tax purposes; these differences will 
reverse in a subsequent reporting period. The temporary differences relate primarily to the deferral of losses from wash sales.

NOTE 5 - FOREIGN TAXES

The fund is subject to foreign income taxes imposed by certain countries in which it invests. Additionally, capital gains realized upon 
disposition of securities issued in or by certain foreign countries are subject to capital gains tax imposed by those countries. All taxes are 
computed in accordance with the applicable foreign tax law, and, to the extent permitted, capital losses are used to offset capital gains. 
Taxes attributable to income are accrued by the fund as a reduction of income. Current and deferred tax expense attributable to capital 
gains is reflected as a component of realized or change in unrealized gain/loss on securities in the accompanying financial statements. 
To the extent that the fund has country specific capital loss carryforwards, such carryforwards are applied against net unrealized gains 
when determining the deferred tax liability. Any deferred tax liability incurred by the fund is included in either Other liabilities or 
Deferred tax liability on the accompanying Statement of Assets and Liabilities. 

NOTE 6 - RELATED PARTY TRANSACTIONS

The fund is managed by T. Rowe Price Associates, Inc. (Price Associates), a wholly owned subsidiary of T. Rowe Price Group, Inc. 

The fund is managyn certain i
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Report of Independent Registered Public Accounting Firm

To the Board of Directors of T. Rowe Price Equity Series, Inc. and Shareholders of T. Rowe Price Equity Income Portfolio

Opinion on the Financial Statements
We have audited the accompanying statement of assets and liabilities, including the portfolio of investments, of T. Rowe Price Equity 
Income Portfolio (one of the portfolios constituting T. Rowe Price Equity Series, Inc., referred to hereafter as the "Fund") as of 
December 31, 2022, the related statement of operations for the year ended December 31, 2022, the statement of changes in net assets for 
each of the two years in the period ended December 31, 2022, including the related notes, and the financial highlights for each of the 
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ABOUT THE FUND'S DIRECTORS AND OFFICERS
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