
 
November 18, 2003 
 
Dear Smith Group Client: 
 
We continue our service of providing competitive information by releasing the following 
information.  This report is based upon insurers’ 3rd quarter 2003 earnings releases.  
 
The data and information upon which these reports are based are readily available in the 
public domain. The report is based primarily upon companies’ press releases, statistical 
supplements, SEC filings, and earnings calls.  Smith Group also reviews stock analysts 
reports.  Smith Group adds value to this information through its compilation, analysis and 
by providing insights to the information.  
 
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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UnumProvident (UP): 
Profit (Before FIT and net unrealized investment Gains/Losses): 
??Reported group disability (LTD & STD, both US and UK) gain of  $42.7 million for 

3Q03 compared to 3Q02 gain of $85.4 million.   
??Increased incidence, lower discount rate, and higher expenses were the causes.  
??Group Disability Benefit Ratio was reported as 92.1% up from 83.9% for 3Q02.   
??Group Life and AD&D reported profits for 3Q03 of $55.3 million, compared to 3Q02 

$53.3 million.  
??Life Benefit Ratio was reported as 77.4%, down from 79.3% year ago.   
??Note that UK results are also included in these figures.  
EP/Sales (Sales on submitted basis): 
??LTD premium was $634.5 million this quarter up from $576 for 2Q02.  
??STD premium was $160 million up from $155.2 million in 2Q02.  
??Group Life premium was $386.3 million for the quarter up from $364.6 million in 

2Q02. AD&D premium was $54.5 million in this quarter, up from $53.1 in 3Q02. 
??3Q03 LTD sales were $55.2 million versus $62.5 million a year ago.  
??STD fully insured sales were $14.4 million vs. $13.1 for 3Q02.  
??Life sales were  $33.4 million in 2Q03 versus $40.4 in 3Q02.  
??AD&D sales were $3.5 million down from $4.8 million a year ago. 
Notable statements: 
??Actions to improve Group Income Protection results include: 
??Disciplined pricing on new business 
??Renewal actions that will average 8% 
??Disciplined risk selection 
??Claim management to improve recoveries 
??Managing expenses 
??Claim complaints and litigation are down from the prior year. 
??Expect flat earnings until economy improves. (No guidance given for 2004 however.) 
??(While) overly dependent on large case in the past for growth will continue to be a 

viable competitor in that market, (but) more emphasis on mid and small case market 
for more balance. 

 
 
Hartford: 
Profit (Net income before the after tax effect of capital gains/losses): 
??Overall Group (Life, STD, & LTD) 3Q03 net income was $38 million compared to 

$33 million in 3Q02.  
??Overall group loss ratio was 78.7% down from 3Q02 loss ratio of 80.7%.  
EP/Sales: 
??Disability sales (LTD & STD) were $32 million for 3Q03 down from $36 million in 

3Q02.   
??Life sales were $38 million up from 3Q02 of $33 million. 
??Disability premiums were $243 for 3Q03 compared to $237 million in 3Q02.   
??Group Life premiums were $249 compared to $240 million in 3Q02. 
Notable statements: 
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??Strong underwriting and disciplined claims management drove this performance 
(12% growth in net income). 

??Despite a challenging pricing environment, fully insured sales were up 
14%…primarily as a result of bolstered marketing and distribution efforts.  

??Optimistic about top line growth in 4Q and into 04. 
  
CIGNA: 
CIGNA has changed their reporting segments effective 3Q03.  As a result, more 
information is available on the group business that is now classified as the “Disability and 
Life Segment.” The stated reason for the change is to allow for “more transparency into 
health care operations”. However, some disability business is still reported in the health 
segment.  This is business sold as a package to health accounts. 
Profit (Excluding realized investment gains/losses, net of taxes): 
??Group Disability and Life earnings were $32 million for 3Q03, and increase of 14% 

over 3Q02.  Improved disability claim experience and margin improvement in life 
were given as reasons.  

EP/Sales: 
??Disability premiums (presumably primarily LTD) this quarter rose to $134 million 

from $121 million last year. 
??Life premiums increased to $232 million for the quarter compared to $202 million in 

the year-ago quarter.   
??Good sales and improved persistency were cited as the reasons. 
Notable statements:   
??Strong underwriting and disciplined claims management produced good results. 
 
MetLife:  
Profit (Operating Earnings after tax and before after-tax investment gains): 
??Non-medical profit for 3Q03 was $66 million compared to $47 million for 3Q02.   
??Group disability loss ratio in the quarter was 99.8%, at the top of the 95%-100% 

target range.   
??Group life earned $94 million in 3Q03 compared to $84 million in 2Q02. The loss 

ratio was 91.3% well below the 94% to 98% target range. 
EP/Sales: 
??Group disability premiums for 3Q03 were $227 million up from $210 3Q02.  
??Group life grew to $1.351 billion in 3Q03 up from $1.306 billion in 3Q02. 
Notable Statements: 
??Sales in group disability were attractive but not knocking the lights out. Sales were 

down a bit. 
??Strong pricing actions (on renewal) on average around 10%. 
??Disability Loss Ratio was high in the range due to a tick up in incidence but expect it 

to return in 4Q. 
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Standard: 
Profit (Pre-tax income after realized capital gains/losses): 
??Employee Benefits profit was $48.1 million for 3Q03 up from $36.4 a year ago.   
EP/Sales: 
??LTD sales for the quarter were $12 million down from last year’s $18.1 million. 

Standard sees price competition and the tough economic environment for employers 
as the reasons for slow sales.  

??EP for LTD was $171.5 million up from $140.2 a year ago. This was primarily due to 
the completion of the TIAA acquisition.  

??STD sales were $5.4 million this quarter down from $8.6 million in the quarter a year 
ago.   

??STD EP grew to $40.8 million from $36.8 million in 3Q02.   
??Life sales were $24 million about flat from $24.7 in 3Q02.   
??Life premium was $152.4 for 3Q03, up from $122.9 in the quarter a year ago. 
Notable Statements: 
??Claims and claim durations are within expectations. 
??Increased discount rate used for new claims from 4.75% to 4.9%. 
??Using price to stimulate sales causes problems…(Standard) exercises a disciplined 

approach to pricing. 
??There are a few carriers using price more aggressively.  Some carriers are trying to 

make up for slower sales earlier in the year. 
??Guessing Standard’s LTD prices are 8-15% above the market…hard to imagine other 

carriers having an expense advantage that can allow them to be that much lower.  
 
Prudential:  
Profit (Adjusted operating income before taxes): 
??Group Insurance (LTD, STC and LTC) profit for Employee Benefits in 3Q03 was 

$30 million flat year over year. In this quarter there was an $8 million group life 
reserve release.  In 2Q02 there was a $19 million reserve release for LTD.  Net-net, 
income increased $11 million year over year.  2Q02 was hurt by unfavorable 
disability claims.    

??Disability loss ratio was 93.1% for 3Q03 compared to 91.8% in 3Q02.  
??Life loss ratio for 3Q03 was 91.2% compared to 93.3% in 3Q02. 
EP/Sales: 
??Group disability (LTD, STD, & LTC) premiums for 3Q03 were $159 million up from 

$147 million in 3Q02.   
??Group disability sales for this quarter were $24 million compared to $25 million in 

the quarter a year ago.   
??Group Life EP was $577 million nearly flat compared to $578 in 3Q02. Group Life 

sales were $30 million compared to $36 million 3Q02.     
Notable statements: 
??Group life sales were down due to pricing discipline. 
??Group disability market place is not any more nor any less competitive.  Maintaining 

pricing discipline.  Not an objective to increase market share (at this time). 
??Selective pricing (renewals) and disciplined pricing of new business resulting in 

retaining profitable business. 
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CNA: 
Profit (Net income after tax including net realized gains.): 
??3Q03 net income for Group was $42 million compared to net income for 3Q02 of $34 

million.  
??CNA’s big news was a $1.8 billion charge against earnings in the quarter due to 

reserve strengthening in P&C. 
EP/Sales:   
??Net EP was $338 million for 3Q03, compared to 3Q02 of $292 million.  
??CNA does not disclose sales results on a quarterly basis. 
Notable statements: 
??The Group Operations is a nice portfolio and delivers good results. 
??PEOs are a bad idea. CHA is having difficulty getting premiums collected from them. 

(Part of the charge is a provision for uncollected premiums.) 
 
Fortis: 
Will not report until 11/25.  However, it is expected they will not report anything of 
significance at the group line level. 
 
Aetna: 
Profit (Operating earnings exclude other items, net realized capital gains or losses, 
income from discontinued operations and cumulative effect adjustments.): 
??Group Insurance (life, Disability and LTC) operating earnings were $33.4 million in 

3Q03 compared to $38.2 in 3Q02. Reasons for the decrease were given as increased 
expenses associated with expanding marketing efforts and lower net investment 
income due to lower interest rates.  

EP/Sales: 
??For 3Q03, premiums for group were $370.3 million compared to $361.3 in 3Q02. 

Aetna does not release sales numbers or premiums by line.  However, Aetna does 
release member numbers.  YTD, Group Life has grown by 5.5% in enrollment and 
LTD has declined by 6.4% in enrolled lives. Overall, Group has grown 3.3% in lives.  

Notable Statements: 
??Group insurance weakness (in earnings) was due to investing in the business. 

Investment will continue. 
??Group is an important part of Aetna’s differentiation in the market place. 
 
Liberty 
As a mutual company, Liberty does not have quarterly earnings releases.  However, this 
quarter Liberty did go to the unusual step of releasing YTD 3Q03 earnings.  Most likely 
this was due to a $331 million net, pre-tax reserve strengthening for asbestos. No detail 
was released on the group disability line. 
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Reliance Standard Life (RSL): 
Profit (Operating income pretax, excluding after-tax realized investment gains or losses): 
??Operating income for Group (LTD, life, excess workers comp) for 3Q03 was $35.7 

million up from $30.3 million a year ago.  
EP/Sales: 
??Disability premium, mostly LTD, was $58.9 million for 3Q03 compared to $49.6 

million a year ago third quarter.  
??Sales of disability in 3Q03 were $18.5 million up from 3Q02 of $14 million and a 

turn around from the decline in 2Q03 over 2Q02.  
??Life EP was $60.5 million in 3Q03 up from $53.3 in 3Q02. 
?? Life sales this quarter were $12.9 million down from to $14.5 million in 3Q02. 
Notable Statements: 
??Quote activity continues to increase due to expanded sales force (99 reps up from 89 

at the beginning of the year).   
??Even a more disciplined approach to underwriting and pricing. 
??Focus continues on smaller cases where there are the best profit margins.  
??Small case market is where job growth has been. 
??Not seeing any new “material” competitors in their market niches.  
??Premium growth in disability and life (19% and 13% respectively) due to strong 2002 

sales. 
 

 
Guardian 
As a mutual company, Guardian does not have quarterly earnings releases.  
 
Jefferson Pilot (JP): 
Profit (After FIT and before net unrealized investment Gains/Losses): 
??Benefit Partners’ profit 2Q03 was $10 million up from $9.2 in 3Q02. Life results 

improved but continue below expectations.  Earnings were also reduced $2.3 million 
by a one-time reserve charge for a closed book of medical conversion business.  

??Overall loss ratio for all Benefit Partner lines was 74.3% for this quarter compared to 
76.1% a year ago. 

 
EP/Sales: 
??Overall group sales were $38.5 million for 3Q03 flat compared to 3Q02 sales of 

$36.5 million.  JP expects this to compare favorably with the industry 3Q sales. 
??Sales by line were not disclosed.  
??Overall group premium for 3Q03 came in at $190.3 million compared to 3Q02 of 

$165.1 million.  
??Premium by line was not disclosed. 
Notable Statements: 
??Industry-wide softening for non-medical lines due to broker/customer preoccupation 

with medical. 
??Strong profits in Disability and dental. 
??Recently released industry data indicated Jefferson Pilot has a historically lower 

incidence rate for LTD compared to the industry. Jefferson Pilot’s expense advantage 
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coupled with its incidence advantage allows it to perform better than the industry. 
This is true even with conservative reserving assumptions. JP lowered its discount 
rate on new claims to 5% from 5.5%. 

 
Disability Profit (After Tax % of Premium Margin) Disclosed by JP: 

Year LTD STD 
2002 11.9% 3.5% 

YTD 2003 12.7% 5.7% 
 
 
Sun: (All numbers were reported in Canadian dollars) 
Profit (Net income after tax): 
??US Group Life & Health (LTD, STD, Stop Loss and life) earned $9 million in 3Q03 

up from $7 million a year ago.  Premium growth and improved mortality were cited 
as reasons. 

??GL&H earning decreased from 2Q03 due to unfavorable LTD claims experience and 
reserve increases resulting from expense changes.   

EP/Sales: 
??GL&H premiums for 3Q03 were $247 million flat from a year ago.  
??Sales of health (disability and stop- loss) were $31 million flat from 3Q02.   
??Life sales were $16 million for this quarter, down from $24 million in the year ago 

quarter. 
Notable Statements: 
??Unfavorable currency exchange due to stronger Canadian dollar continues to dampen 

US results. 
??US sales off slightly due to a focus on profitability. 
??Added 15 new group sales reps in 3Q. 
??Looking at acquisitions of group lines in the US in the range of $200-$400 million 

cash price. 
 
AIG: 
AIG has modified their reporting segments and as a result some information is available 
about their group business (mostly American General and US Life business).  This 
segment is called Group Life/Health and includes stop loss, life, dental, vision, STD, 
LTD, voluntary and travel assis t.  Results are not available by line. 
Profit (Pretax Operating Income) 
??Group Life/Health profits for 3Q03 were $29.9 million up from $24.8 million in 

3Q02. 
EP/Sales: 
??Group Life/Health premiums for 3Q03 were $252.6 million up from $250.9 million in 

3Q02.   
??Sales are not listed nor commented on. 
Notable Statements: 
??Some believe that market share and cash flow are the ways to run a company.  The 

graveyard is littered by companies that thought like that. 
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GE ESG: 
No detail is reported.  GE ESG is part of the GE Financial Assurance (GEFA) reporting 
segment.  For 3Q03, GEFA reported $376 million in earnings.  This is up from $260 
million in 3Q03.  Premiums are not reported for this segment.   
 
NWML: 
As a mutual company, NWML does not have quarterly earnings releases.  
 
Principal: 
Profit (Net Income after tax after capital gains/losses): 
Principal reports earnings by life (individual and group), health (individual and group), 
and disability (individual and group) as segments for earnings.     
??Disability (ID, STD, and LTD) for 3Q03 was $2.5 million compared to $3.3 million 

for 3Q02.  (Group disability STD and LTD represents about 57% of all disability 
premiums.)  

??Loss ratio for group disability in 3Q03 was 82.5% from 82.1% in the quarter a year 
ago.   

??ROE for all disability (ID, STD, & LTD) was reported at 5.7% flat from the quarter a 
year ago.  

??Group Life loss ratio was 72.1% in 3Q03 compared to 71.9% in 3Q02. 
EP/Sales: 
??Group disability (STD & LTD) premiums for 3Q03 were $35.3 million up from $29.7 

million in 3Q02.   
??Group disability sales were $11.8 million for this quarter compared to $9.1 million in 

the quarter a year ago.  
??Group life EP for 3Q03 was  $54.9 million down from $55.4 million in the quarter a 

year ago.  
??Group life sales were $6.5 million for this quarter, down from $7.2 million in 3Q02.  
Notable Statements: 
??Emphasis is on high ROE businesses. 
??Key growth markets in Life & Health are medical, dental and vision. (These lines 

have a combined ROE of 24.8% compared to 5.7% for disability and 10.6% for life 
including individual and group in both. 

 
Great West – Canada Life: 
Canada Life has been on and off our list.  The primary reason is Canada Life did not 
report 2002 numbers.  However, they did report mid-year 2003 numbers and they are 
ranked number 18 by inforce LTD premium.  However, figures are now reported as the 
combined US operations of Great West and Canada Life.  Great West markets health 
insurance and reports the segment as Employee Benefits, so it includes LTD, STD, Life, 
Stop-Loss, Medical, and Dental. Unlike Sun Life (another Canadian based company), 
Great West does report figures in US dollars. 
Profit (Net Income after tax after capital gains/losses): 
??Great West reported $49 million compared to $43 million on 3Q02.   
EP/Sales: 
??EP for all lines was $1,481 million for 3Q03 from $1,571 3Q02.  
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??Sales in the quarter were $125 million, up from $100 million in 3Q02.  The number 
of case sales was 172, down from 200 in 3Q02, however the average size case was 
larger compared to last year.  

  
 

3Q03 Results Summary Versus 3Q02  
Company Earnings 

(Segments) 
Sales EP 

UP Down 50% 
 (STD & LTD – US&UK) 

Down 12% 
(LTD) 

Up 10% 
(LTD) 

Hartford Up 15% 
(All group) 

Down 11% 
(LTD & STD) 

Up 3% 
(LTD & STD) 

CIGNA Up 14% 
(Disability & Life) 

NR* 
Good Sales 

Up 11% 
(LTD & STD) 

MetLife Up 40% 
(Non-Medical lines) 

NR* 
Sales Down 

Up 8% 
(LTD & SRD) 

Standard Up 32% 
(All group) 

Down 33% 
(LTD) 

Up 22% 
(LTD) 

Prudential Flat 
(All group) 

Down 4% 
(LTD, STD, LTC) 

Up 8% 
(LTD, STD, LTC) 

CNA Up 23% 
(All group) 

NR* Up 16% 
(All Group) 

Aetna Down 13% 
(Life, STD, LTD, LTC) 

NR* Up 2% 
(Life, STD, LTD, 

LTC) 
RSL Up 18% 

(LTD, STD, life, excess WC) 
Up 32% 

(LTD & STD) 
Up 18% 

(LTD & STD) 
JP Up 9% 

(All group) 
Flat 

(All group) 
Up 15% 

(All group) 
Sun Up 29% 

(All group) 
Flat 

(LTD, STD, Stop-
loss) 

Flat 
(All group) 

AIG Up 20% 
(All group) 

NR* Up 7% 
(All group) 

Principal Down 24% 
(ID, STD, LTD – group loss ratio 

improved) 

Up 30% 
(LTD & STD) 

Up 19% 
(LTD & STD) 

Great West 
(Canada 

Life) 

Up 14% 
(All lines including medical) 

Up 25% 
(All lines 
including 
medical) 

Down 6% 
(All lines including 

medical) 

 * NR – Not Reported  
 


