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September 16, 2002 
 
 
 
Dear Smith Group Client: 
 
 
 
Providing information with analysis to clients is one of Smith Group’s basic services.  
You know this because you take advantage of Smith Group’s actuarial, underwriting, 
claims, and economic reports produced by us.  Now, we are adding to this mix by 
providing LTD market intelligence. 
 
What follows are 2 reports based on recent information gathering activities: 

?? 2Q02 Earnings Releases & Conference Calls of Major LTD Insurers, and 
?? Analysis of 2002 Mid-Year Market Survey data compiled by JHA. 

 
The data and information upon which these reports are based is readily available in the 
public domain.  Smith Group adds value to this information through its compilation, 
analysis and by providing insights to the inforamtion.  
 
By providing this information we do not intend to make predictions about insurers nor 
their results.  Rather, we are simply providing information for you to use to help increase 
your understanding of the complicated business and times in which we operate. 
 
As always, we welcome your questions and comments.  Please contact Tom Kirner (207-
879-5680, tkirner@smithgroupre.com to discuss the material further. 
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2Q02 Earnings Releases & Conference Calls Summaries 
 

UnumProvident(UP): 
Profit: 
Reported a decline in group disability (LTD & STD) profit from $90.4 million 2Q01 to 
$85 million 2Q02 primarily as a result of worsening incidence and recoveries on LTD 
offset by improved results on STD. 
EP/Sales: 
LTD sales were $79.5 million vs. $73 million a year ago for the 2Q. 
STD fully insured sales were down – $26.9 million 2Q02 vs. $36.1 2Q01 – this was 
planned as the company tries to move large case from fully insured to ASO.  ASO 
premium equivalents were $23.1 up from $16.7 in 2Q01. 
Life profits were up, while life sales were down as planned. 
Notable statements: 

?? Discount rate on new claim reserves down 10 basis points. 
?? Renewal pricing on LTD has increased premium/life 6% with renewals in the 7-

8% increase range, STD premium/life up 8% 
?? LTD persistency 85.7% 
?? Achieving scale in disability should bring down expense ratios in upcoming 

quarters (but did not comment on the question about achieving price advantages 
as a result). 

 
Hartford: 
Profit: 
Overall Group net income grew to $30 million from $27 million in the year ago quarter.  
EP/Sales: 
Sales were up in group 12.5% at $41 million for 2Q02. Life sales were $33 million vs. 
$27 million a year ago. Overall group premiums grew 17% 
Notable statements: 

?? Loss ratio was steady due to claims management activities. 
?? Intends to “grow earnings and retain financial discipline” as a result of  

“competitive positioning” and “picking spots” to compete. 
 
CIGNA: 
Profit: 
After tax income for Employee Health, Life and Disability operations improved to $228 
million vs. $204 million a year ago. 
EP/Sales: 
While overall premium and fees were up, those for LTD were down to $122 million from 
$168 million last year. 
Notable statements:   

?? Continued improvements in LTD, better claims and pricing discipline, are helping 
results. 

?? Decreased life and disability insurance revenues are driven by lower sales and 
lower persistency due to rate actions. 
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2Q02 Earnings Releases & Conference Calls Summaries 
 
MetLife : 
Profit: 
Non-medical was $41 million compared to $40 million a year ago. Group disability loss 
ratio was 99.5%, up from 94.6% a year ago. 
EP/Sales: 
Premiums were $679 for non-medical health from $636 a year ago. Group disability 
premiums were $212 million, up from $190 a year ago. 
Notable Statements: 

?? Met experienced higher morbidity in LTD as well as higher submitted claims in 
2Q02. 

?? Two national account size cases are accounting for some 9/11 related claims that 
resulted in a release from a special 9/11 reserve of $8 million.  

 
Standard: 
Profit: 
Employee Benefits pre-tax operating income was $39.7 million for 2Q02 up from $35.9 a 
year ago. 
EP/Sales: 
LTD sales for the quarter were $15.8 million down from $19.5 million last year. EP for 
LTD was $140.5 million up from $127.4 a year ago. 
Notable Statements: 

?? Good claims experience, incidence down and recoveries up resulted in an 80.4% 
LTD benefit ratio. 

?? Sales were down as a result of the economy, medical inflation, and Standard’s 
price discipline. 

?? In the group disability “pricing environment”, Standard is seeing a slow down in 
number of proposals. 

 
Prudential:  
Profit: 
Operating income before taxes for Employee Benefits was $94 million up from $52 
million a year ago. Group Insurance (life, LTD, STD, etc.) accounted for $36 million. 
EP/Sales: 
Premiums for Employee Benefits were $725 million up from $622 a year ago. Group 
Insurance premiums make up $704 million of this.  Group disability sales in the quarter 
were $33 million compared to $20 million a year ago. 
Notable statements: 

?? Results in employee benefits were helped by improved disability claims. 
?? Prudential hopes to free up a total of $5 billion in capital  (of which $43 billion is 

from the insurance company in part due to reinsurance). 
?? The large case group life market is very competitive, but many of Prudential’s 

group life woes were in the mid-small case market. 
?? Employee Benefits was rolled into Insurance and will no longer be a separate 

operation.  
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2Q02 Earnings Releases & Conference Calls Summaries 
 
CNA: 
Profit: 
Net operating income for Group was $19 million, up from $15 million in 2Q01 due to 
favorable expenses and higher net investment income. 
EP/Sales: 
EP was $819 million vs. $809 last year in the second quarter. 
Notable statements: 

?? CNA “put the hammer down” on PEO business. 
?? Steve Lilienthal (from P&C) ran the call as his first analyst call as CEO. 

 
Fortis: 
Won’t report until late August. 
 
Aetna : 
Profit: 
Group Insurance (life, Disability and LTC) operating earnings were $36.3 million 
compared to $37.6 last year in 2Q due to a higher benefit cost ratio. 
EP/Sales: 
Premiums were $360.8 million for group versus $343.5 a year ago. Enrollment (lives) in 
disability increased to 2,289,000 from 2,231,000 a year ago, a 2.6% increase. 
Notable Statements: 

?? The Head of Group is now reporting to Ron Williams in an effort to increase 
coordination of Group and Health, improve service and add to cross selling.  
(Dong Ahn has been named as the Head of Group.) 

?? Discussion of Aetna’s new Group Life/Disability/Health package for smaller 
employers.   LTD is not part of the mix.  

 
Liberty 
As a mutual company, Liberty does not have quarterly earnings releases. 
 
Reliance Standard Life (RSL): 
Profit: 
Operating income on Group improved to $30.7 million for the quarter up from $28.9 
million a year ago. 
EP/Sales: 
Disability, mostly LTD, premium was $48 million compared to $40.4 million a year ago. 
Sales of disability were $17.9 million up from $12.5 million last year. 
Notable Statements: 

?? 20% of new cases are first time buyers. 
?? Increased numbers of sales reps contributing to the growth in sales.  Now have 90 

reps in 24 offices. 
?? They are getting price increases of 7-9% on disability renewals “where they are 

needed” but can’t simply increase prices overall due to market conditions. 
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2Q02 Earnings Releases & Conference Calls Summaries 
 
Guardian 
As a mutual company, Guardian does not have quarterly earnings releases. 
 
Jefferson Pilot(JP): 
Profit: 
Benefit Partners (old Guarantee Life group, includes life, disability and dental) reported 
results of $12.5 million up from $10.5 million the year ago quarter. 
EP/Sales: 
EP was $162 million up from $130.8.  Sales were $36.5 million compared to $32.8 
million. 
Notable Statements: 

?? Technology and a unique business model are Benefit Partner’s differential 
advantages 

Sun: 
Profit: 
Group Life & Health earned $12 million in 2Q02 compared to $10 million in 2Q01. 
EP/Sales: 
GL&H premiums were $222 million up from $193 million in the year ago quarter. 
Notable Statements: 

?? Group Health earnings declined due to higher cancellations on renewal premiums. 
This is due to fierce competition on Group Life and LTD. 

 
AIG: 
No detail is reported. 
 
GE ESG: 
No detail is reported. 
 
NWML: 
As a mutual company, NWML does not have quarterly earnings releases.  
 
Principal: 
Profit: 
Group Life and Health after tax operating earnings were $35.4 million compared to $22.3 
million a year ago. 
EP/Sales: 
GL&H premiums were $535.7 million compared to $535.4 a year ago. 
Notable Statements: 

?? Group Life and Disability benefit ratios dropped (disability 82.3% 2Q vs. 91.3% 
1Q) as a result of claims management, better morbidity, and price increases. 

 
ING: 
Reports later in August. 
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2Q02 Earnings Releases & Conference Calls Summaries 
 
 
Canada Life: 
Profit: 
US’s net income was $26 million versus $24 million a year ago. Group Life and Health 
net income was $2 million compared to a break-even 2Q01. 
Sales/EP: 
Revenue for US was $620 million compared to $590 a year ago. Group Life and Health 
premiums were $134 million vs. $104 a year ago. 
 
Overall Observations : 
 
Most companies complained about the difficult market conditions: 

?? Difficult investment markets 
?? Difficult economy 
?? Competitive pricing environment 

 
But, companies enjoying success chalked it up to: 

?? Disciplined underwriting 
?? Disciplined pricing 
?? Claims Management activities 
?? Diverse, high quality investment portfolios 

 
Many talked about their conservative financial reporting, accounting practices and 
reserve practices. 
 
Some analysts asked questions about incidence and recoveries on LTD.  Answers were 
mixed: 
Better Loss 
Ratio 

Worse Loss 
Ratio 

Better 
Incidence 

Worse 
Incidence 

Better 
Recoveries 

Worse 
Recoveries 

Principal 
CIGNA 
Standard 
Prudential 

MetLife 
JP 

Standard Met Standard UnumProvident 

 
Companies were mixed in sales/growth expectations: 
Signaling or stating growth Signaling or stating little growth 
UnumProvident 
Hartford 
RSL 
JP 

Standard 
Sun 
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2Q02 Earnings Releases & Conference Calls Summaries 

 
Price increases on renewals are relatively easy to get for P&C and health insurance.  It is 
more difficult in group life and disability insurance to get the needed increase, although 
some state they are achieving rate increases.  Some of those who are achieving rate 
increases are also reporting poorer persistency results. 
 
 Price Increases Persistency 
UnumProvident 7-8% 85.7% 
RSL 7-9% 80% 
 
 
Among analysts there is a great concern around DAC and amortizing DAC,  especially 
for companies heavy into variable annuities and investment products (JP, Hartford, 
Prudential, Principal).  
 
Finally, because LTD is a smaller of the company’s overall business, the following 
companies have limited information or comments: Hartford, CIGNA, MetLife, CNA, 
Prudential, Sun.  
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Review of Mid-Year 2002 JHA LTD Data 
 
The following is an analysis of the data contained in the JHA 2002 Mid-Year Market 
Survey. 
 
LTD Inforce: 
 

LTD Market Data - Inforce Mid 2002  
 02 02 01 01   

Company  EP (000)  Cases  EP  Cases EP Growth Case Growth 
UnumProvident  $    953,719  63,454  $    899,474  66,055 6% -4%
Hartford  $    335,900  11,858  $    295,600  10,289 14% 15%
MetLife  $    311,703  8,439  $    273,739  7,788 14% 8%
Standard  $    278,194  19,173  $    248,593  19,239 12% 0%
CIGNA  $    240,043  2,020  $    279,400  3,097 -14% -35%
Prudential  $    193,520  5,369  $    170,950  5,371 13% 0%
CNA  $    172,571  7,820  $    164,441  8,009 5% -2%
Fortis  $    146,473  19,739  $    152,990  21,170 -4% -7%
Liberty  $    105,825  356  $       97,483 335 9% 6%
Aetna  $    105,533  654  $       97,300 582 8% 12%
RSL  $       83,418 7,166  $       73,313 6,493 14% 10%
Guardian  $       68,600 15,437  $       59,863 14,930 15% 3%
JP  $       63,120 7,877  $       51,204 7,188 23% 10%
Sun  $       54,456 3,661  $       49,597 3,684 10% -1%
AIG  $       54,245 6,972  $       41,241 7,428 32% -6%
NWML  $       39,746 7,542  $       37,066 7,067 7% 7%
Principal  $       36,523 9,007  $       33,862 8,625 8% 4%
Canada Life  $       35,993 2,923  $       26,989 1,885 33% 55%
GE ESG  $       35,457 9,815  $       31,027 5,634 14% 74%
Mutual of Omaha  $       26,029 2,118  $       23,120 2,068 13% 2%
ING  $       25,355 344  $       25,415 310 0% 11%
       
Total  $ 3,436,787  225,709  $ 3,190,922  219,545 8% 3%
 
Total inforce premium grew nicely at an 8% clip.  Case growth was more modest, 
indicating companies are increasing rates on renewals.   
 
 
 
 



 

9 of 10 

Review of Mid-Year 2002 JHA LTD Data 
 
Several big gainers are notable.  These include: 

?? Canada Life – with 33% inforce growth, resulting from good sales in 2001 and 
possibly renewal increases. 

?? AIG – with 32% inforce growth, primarily as a result of the AIG/American 
General merger. 

?? Jefferson Pilot (JP) – with 23% inforce EP growth, resulting from good 2001 
sales, decent persistency, and possibly renewals. 

 
Inforce decliners: 

?? CIGNA - at -14%, due to rate actions coupled with more selective 01 sales. 
?? Fortis – at -4%, lower 01 sales. 

 
LTD Sales: 
Generally, we concentrate more on inforce numbers than the sales numbers. This is 
mostly because the sales numbers tend to jump around. However, this mid-year’s report 
is showing some very interesting things when viewed with the 2001 mid year for 
comparison. 
Growth over 2 Years  02/01 01/00 
MetLife 52% 13% 
Canada Life 50% 36% 
Principal 38% 51% 
UnumProvident 37% 30% 
CNA 35% 44% 
Sun 26% 60% 
Declines over 2 Years  02/01 01/00 
CIGNA -32% -42% 
Fortis -23% -44% 
Standard -22% -10% 
Aetna -18% -21% 
ING -12% -56% 
Changes Year/Year 02/01 01/00 
RSL 97% -2% 
NWML 36% -16% 
GE ESG 29% -39% 
Hartford 19% -4% 
Liberty -28% 27% 
Prudential -21% 1% 
Steady Growers  02/01 01/00 
JP 3% 19% 
Guardian 8% 11% 
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Sales 2002 Sales 2002 2001 Sales 2002 

Company* Sales EP (000) Rank  Cases Sales EP (000) EP Growth AVG Case EP 

UnumProvident $230,993 1 3,938 $168,408 37% $58,657 

Hartford $92,135 3 1,329 $77,600 19% $69,327 

MetLife $111,792 2 1,353 $73,500 52% $82,625 

Standard $30,812 8 1,561 $39,731 -22% $19,739 

CIGNA $36,965 6 51 $54,652 -32% $724,804 

Prudential $37,090 5 434 $46,790 -21% $85,461 

CNA $43,449 4 812 $32,304 35% $53,509 

Fortis $11,134 14 1,245 $19,997 -44% $8,943 

Liberty $24,300 9 53 $33,846 -28% $458,491 

Aetna $23,228 10 127 $28,239 -18% $182,898 

RSL $32,700 7 912 $16,620 97% $35,855 

Guardian $16,531 12 1,793 $15,258 8% $9,220 

JP $20,974 11 1,074 $20,350 3% $19,529 

Sun $10,579 15 319 $8,421 26% $33,163 

AIG $5,629 18 572 $16,615 -66% $9,841 

NWML $4,856 19 547 $3,576 36% $8,878 

Principal $10,280 16 987 $7,441 38% $10,415 

Canada Life $12,982 13 638 $8,665 50% $20,348 

GE ESG $6,536 17 755 $5,064 29% $8,657 

Mutual of Omaha $4,805 20 212 $4,494 7% $22,665 

ING $4,236 21 43 $9,626 -56% $98,512 

Top 20+1 $772,006  18,755 $691,197 12% $41,163 

Rest       

Medical Life $2,774  175 $1,700 63% $15,851 

Lafayette Life $2,768  50 $389 612% $55,360 

AUL $2,001  118 $2,853 -30% $16,958 

Ft Dearborn $1,971  140 $2,828 -30% $14,079 

Fl Combined $1,172  8 na  $146,500 

Anthem $1,156  106 $988 17% $10,906 

Harleysville $1,069  226 $926 15% $4,730 

United Wis. $664  68 $960 -31% $9,765 

American Heritage $595  61 na  $9,754 

Companion $334  96 $244 37% $3,479 

Educators $264  63 $234 13% $4,190 

KCL $240  48 na  $5,000 

Commercial Travelers $189  53 $285 -34% $3,566 

CUNA $118  54 $246 -52% $2,185 

Total Rest $15,315  1,266 $11,653 31% $12,097 

Total $787,352   20,021 $702,858 12% $39,326 


