
 

 
The Hartford Financial Services Group, Inc. 

 
Conference Call Presentation 

March 21, 2012 

 

 

Copyright © 2012 by The Hartford.  All rights reserved. 



2 Copyright © 2012 by The Hartford.  All rights reserved. 

Certain of the statements contained in this presentation are forward-looking statements made pursuant to the safe harbor provisions of the Private Securities Litigation Reform Act of 1995. Forward-
looking statements can be identified by words such as “anticipates,” “intends,” “plans,” “seeks,” “believes,” “estimates,” “expects,” “projects,” and similar references to future periods.  Forward-looking 
statements are based on management’s current expectations and beliefs concerning future economic, competitive, legislative and other developments and their effect upon The Hartford Financial 
Services Group, Inc. and its subsidiaries (collectively, the “Company”, “The Hartford”, or “our”). Because forward-looking statements relate to the future, they are subject to inherent uncertainties, risks 
and changes in circumstances that are difficult to predict. Actual results could differ materially from expectations, depending on the evolution of various risks and uncertainties, including those identified 
in The Hartford’s filings with the U.S. Securities and Exchange Commission (the “SEC”). These important risks and uncertainties include: (1) The risks, challenges and uncertainties associated with The 
Hartford’s March 21, 2012 announcement and related implementation plans and goals and objectivities, as set forth in The Hartford’s Current Report on Form 8-K dated March 21, 2012;  (2) challenges 
related to the Company’s current operating environment, including continuing uncertainty about the strength and speed of the recovery in the United States and other key economies and the impact of 
governmental stimulus and austerity initiatives, sovereign credit concerns, including the potential consequences associated with recent and further potential downgrades to the credit ratings of debt 
issued by the United States government, European sovereigns and other adverse developments on financial, commodity and credit markets and consumer spending and investment, including in 
respect of Europe, and the effect of these events on our returns in our life and property and casualty investment portfolios and our hedging costs associated with our variable annuities business; (2) the 
success of our initiatives relating to the realignment of our business, including the continuing realignment of our hedge program for our variable annuity business, and plans to improve the profitability 
and long-term growth prospects of our key divisions, including through opportunistic acquisitions or divestitures or other actions or initiatives, and the impact of regulatory or other constraints on our 
ability to complete these initiatives and deploy capital among our businesses as and when planned; (3) market risks associated with our business, including changes in interest rates, credit spreads, 
equity prices, market volatility and foreign exchange rates, and implied volatility levels, as well as continuing uncertainty in key sectors such as the global real estate market; (4) the impact on our 
investment portfolio if our investment portfolio is concentrated in any particular segment of the economy; (5) volatility in our earnings and potential material changes to our results resulting from our 
adjustment of our risk management program to emphasize protection of statutory surplus and cash flows; (6) the impact on our statutory capital of various factors, including many that are outside the 
Company’s control, which can in turn affect our credit and financial strength ratings, cost of capital, regulatory compliance and other aspects of our business and results; (7) risks to our business, 
financial position, prospects and results associated with negative rating actions or downgrades in the Company’s financial strength and credit ratings or negative rating actions or downgrades relating to 
our investments; (8) the potential for differing interpretations of the methodologies, estimations and assumptions that underlie the valuation of the Company’s financial instruments that could result in 
changes to investment valuations; (9) the subjective determinations that underlie the Company’s evaluation of other-than-temporary impairments on available-for-sale securities; (10) losses due to 
nonperformance or defaults by others; (11) the potential for further acceleration of deferred policy acquisition cost amortization; (12) the potential for further impairments of our goodwill or the potential 
for changes in valuation allowances against deferred tax assets; (13) the possible occurrence of terrorist attacks and the Company’s ability to contain its exposure, including the effect of the absence or 
insufficiency of applicable terrorism legislation on coverage; (14) the possibility of unfavorable loss development including with respect to long-tailed exposures; (15) the difficulty in predicting the 
Company’s potential exposure for asbestos and environmental claims; (16) the possibility of a pandemic, earthquake, or other natural or man-made disaster that may adversely affect our businesses 
and cost and availability of reinsurance; (17) weather and other natural physical events, including the severity and frequency of storms, hail, winter storms, hurricanes and tropical storms, as well as 
climate change and its potential impact on weather patterns; (18) the response of reinsurance companies under reinsurance contracts and the availability, pricing and adequacy of reinsurance to 
protect the Company against losses; (19) actions by our competitors, many of which are larger or have greater financial resources than we do; (20) the Company’s ability to distribute its products 
through distribution channels, both current and future; (21) the cost and other effects of increased regulation as a result of the enactment of the Dodd-Frank Wall Street Reform and Consumer 
Protection Act of 2010 (the “Dodd-Frank Act”), which, among other effects, has resulted in the establishment of a newly created Financial Services Oversight Council with the power to designate 
“systemically important” institutions, will require central clearing of, and/or impose new margin and capital requirements on, derivatives transactions, and created a new “Federal Insurance Office” within 
the U.S. Department of the Treasury (“Treasury”); (22) unfavorable judicial or legislative developments; (23) the uncertain effects of emerging claim and coverage issues; (24) the potential effect of 
other domestic and foreign regulatory developments, including those that could adversely impact the demand for the Company’s products, operating costs and required capital levels, including changes 
to statutory reserves and/or risk-based capital requirements related to secondary guarantees under universal life and variable annuity products or changes in U.S. federal or other tax laws that affect 
the relative attractiveness of our investment products; (25) regulatory limitations on the ability of the Company and certain of its subsidiaries to declare and pay dividends; (26) the Company’s ability to 
effectively price its property and casualty policies, including its ability to obtain regulatory consents to pricing actions or to non-renewal or withdrawal of certain product lines; (27) the Company’s ability 
to maintain the availability of its systems and safeguard the security of its data in the event of a disaster, cyber or other information security incident or other unanticipated event; (28) the risk that our 
framework for managing business risks may not be effective in mitigating material risk and loss to the Company; (29) the potential for difficulties arising from outsourcing relationships; (30) the impact of 
potential changes in federal or state tax laws, including changes affecting the availability of the separate account dividend received deduction; (31) the impact of potential changes in accounting 
principles and related financial reporting requirements; (32) the Company’s ability to protect its intellectual property and defend against claims of infringement; and (33) other factors described in such 
forward-looking statements.  
 
The Hartford does not undertake any obligation to publicly correct or update any forward-looking statement included in this presentation.  
Amounts set forth in this presentation with respect to current and future reporting periods are estimates and are subject to change. 
 
The discussion in this presentation of The Hartford’s financial performance includes financial measures that are not derived from generally accepted accounting principles, or GAAP. For information 
regarding these non-GAAP financial measures, including reconciliations to the most directly comparable GAAP financial measures, please refer to our fourth quarter 2011 Investor Financial 
Supplement and earnings release issued on February 7, 2012 located on the Investor Relations web site at ir.thehartford.com. 

 

Forward-Looking Statements and Non-GAAP 
Financial Measures 



Liam E. McGee 
Chairman, President and CEO 
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Concluded evaluation of businesses 

 Evaluation considered: 

– Market dynamics 

– Returns 

– Capital markets sensitivity 

– Competitive positions 

– Capital requirements 

 Objective was to find right path to deliver superior performance and 

greater shareholder value 

– Considered wide range of alternatives including splitting property and 

casualty (P&C) from life businesses 
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The right path forward 

 Focus on P&C, Group Benefits and Mutual Funds 

 Individual Annuity placed into runoff  

 Pursuing sales or other strategic alternatives for Individual Life, 

Woodbury Financial Services and Retirement Plans 

 Three important criteria for decisions: 

– Distinct and competitive market positions 

– Strong capital generating abilities 

– Reduce capital market sensitivity 
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Distinct ongoing business portfolio that 
builds on core competencies… 

 P&C Commercial 

– Leading commercial lines carrier with 

strong small commercial franchise 

 Group Benefits 

– Top 3 group benefits provider3 

 Consumer Markets 

– Leading direct writer with expertise in 

the mature, preferred market 

– 27 year partnership with AARP 

 Mutual Funds 

– $85.5 billion in assets under 

management at Dec. 31, 2011 

– Unique sub-advisory relationship with 

Wellington 

2012 Core Earnings1 Outlook 

of Ongoing Businesses 

 

68%

15%

10%

7%

P&C Commercial

Consumer Markets

Group Benefits

Mutual Funds

2012 ROE2 Outlook:  12-13% 

1 Reflects core earnings from these four segments, excluding PY development.  Based on 2012 core earnings outlook provided at Dec. 8, 2011 Investor Day, these four segments 

comprise about 60% of the $1.58 billion to $1.7 billion 2012 core earnings outlook.  Core earnings is a financial measure not calculated based on generally accepted accounting 

principles. 

2 Calculated based on allocated capital 

3 Per LIMRA 2010 U.S. group disability and annual life sales and in force results reports 
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…with strong capital generation and reduced  
capital markets sensitivity 

 Focus on ability of ongoing businesses to generate capital   

– The Hartford’s P&C businesses are strong capital generators 

– Expect Group Benefits capital generation ability to improve 

– Mutual Funds consistently produces capital 

 Over time, reduce sensitivity to capital markets 

– Ongoing businesses are less capital market sensitive 

– Proceeds from divestitures provide greater financial flexibility to 

opportunistically reduce legacy annuity risks 

 Concentrate capital allocation to insurance risks 
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Commercial Markets 

P&C Commercial Written Premium 

and Combined Ratio1,2 

($ in millions) 

$5,715 $5,796 $6,176

91.2% 93.4% 97.2%

2009 2010 2011

Written Premium Combined Ratio

Group Benefits  

Fully Insured Premium and Loss Ratio2 

($ in millions) 

$4,309 $4,166 $4,036

73.5%
77.6% 79.5%

2009 2010 2011

Fully Insured Premium Loss Ratio

 Broadening property and liability 

capabilities to complement existing 

strength in workers’ compensation 

 Targeted rate actions, particularly in 

Group Benefits and Middle Market, to 

improve profitability 

 Expanding distribution synergies with 

Group Benefits and P&C Commercial 

1 Excludes catastrophes and prior year development 

2 Represents a financial measure not calculated based on generally accepted accounting principles 

1 
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Consumer Markets 

 Expand penetration in AARP 

through growth in direct and agency 

channels 

 Accelerate improvement in margins 

with targeted rate actions and 

disciplined underwriting 

 Pursue targeted direct opportunities 

1 Excludes catastrophes and prior year development and is a financial measure not calculated based on generally accepted accounting principles 

 

Written Premium and Combined Ratio1 

($ in millions) 

$3,995 $3,886 $3,675

92.3% 93.6% 92.2%

2009 2010 2011

Written Premium Combined Ratio1 
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Mutual Funds 

Assets Under Management 
($ in billions) 

Core Earnings1 

($ in millions) 

 Expand relationship with Wellington 

– Relocation of Mutual Funds 

management to Radnor, PA beginning 

in March 2012 

– Transition sub-advisory of fixed income 

funds in March 2012 through 2Q122 

 Accelerate sales and growth of fixed 

income assets under management 

1  Denotes financial measure not calculated based on generally accepted accounting principles 

2 Pending fund-by-fund review by The Hartford’s mutual funds board of directors 
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$34

$94 $98

2009 2010 2011

$93.5
$100.5

$85.5

2009 2010 2011



Christopher J. Swift 
Executive Vice President and  

Chief Financial Officer 
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Timeline 

– Sharper business 
focus 

 

– Higher ROEs 

 

– Reduced 
sensitivity to 
capital markets 

 

– Lower cost of 
capital 

 

– Increased financial 
flexibility 

Now 6 Months 12 Months 18 Months 

Explore opportunities for runoff businesses; reduce risk and optimize capital 
efficiency 

Individual 
Annuity into 

runoff  

Determine and 
execute use of 

proceeds 
Close transactions 

Maintain capital resources and financial strength required by our business strategy and consistent with 
current ratings 

Conduct sales process for  
Individual Life, Woodbury and  

Retirement Plans 

Focus on P&C, Group Benefits and Mutual Funds 

= Immediate actions 

= Future actions 

= Current and continuing initiatives 

Longer-term goals 

= Principal goals 
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Individual Annuity placed into runoff 

 Closed to new sales effective April 27, 2012 

– Expect a 2Q12 charge of $15 million to $20 million, after tax 

– No material impact expected to our 2012 statutory surplus outlook 

 2013 run-rate operating expense reduction of $100 million, before tax 

 Placed in Life Other Operations/Runoff division in 2Q12 

 Continue to explore opportunities for Runoff businesses 

– Approximately half of The Hartford’s capital allocated to Runoff division 

– Hedging program actively manages risk today 

– Limited alternatives for variable annuity today; expect more to emerge 

 Focused on improving statutory earnings and capital 
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Divest Individual Life, Woodbury Financial 
Services and Retirement Plans 

 Strong businesses with distinct market positions and talented employees 

 Individual Life:  $12.4 billion of reserves and separate account liabilities1  

– 6th in 2011 total premium2 

– Distribution strength:  #1 in Broker, #2 in Bank channels2  

– $1.4 billion in 2011 revenues 

 Woodbury Financial Services:  1,400 brokers1 

– 12th largest independent broker dealer3  

– $250 million in 2011 revenues 

 Retirement Plans:  Assets under management of $52.3 billion1 

– Top 5 401(k) provider as measured by number of plans4 

– Offers 401(k), 403(b) and 457 products 

– $766 million in 2011 revenues 

1  As of Dec. 31, 2011     2  Per LIMRA 3Q11 

3  By revenue, as reported in 2010 Financial Planning 50 Survey, including independent firms only  4  Per LIMRA 4Q11 YTD 
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Capital management outlook 

 Ultimate decisions on use of future proceeds depend on market 

opportunities and conditions at that time; options may include: 

– Deleveraging balance sheet 

– Derisking actions relating to annuity blocks 

– Investment in ongoing businesses 

– Other capital management actions 

 Committed to maintaining capital resources and financial strength 

required by business strategy and consistent with current ratings 

– Sufficient capital margin in adverse macroeconomic environment 

– Financial strength important for policyholders and investors 
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 Commercial Markets 

– Achieving pricing improvement in P&C Commercial:  8-10% rate increases in 

Middle Market in first two months of 2012 

– Targeted pricing actions to improve margin in Group Benefits 

 Consumer Markets 

– Strong new business sales momentum 

– Optimistic for continued margin improvement 

 Mutual Funds 

– Increased assets under management due to better fund performance and 

stronger equity markets 

Management and capital resources focused on 
P&C, Group Benefits and Mutual Funds 
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First quarter 2012 update 

 Current estimate of 1Q12 core earnings, before DAC unlock, of $435 million to 

$455 million, or $0.89 to $0.93 per share1
 

– Catastrophes to date below budget by approximately $20 million, after tax 

– Approximately $20 million favorable loss reserve development after tax 

– Alternative and limited partnership investment yields running below 9% targeted returns 

– Estimated DAC unlock benefit of $125 million to $225 million2, or at least $0.25 per 

share1 

 Expect 1Q12 to include realized losses of $550 million to $600 million2 after tax, 

after DAC, largely related to the impact of improving markets on the hedging 

program 

 Estimated net unrealized gain on investments before tax of $2.8 billion2
 

 No share repurchase activity since early January 

– Intend to complete share repurchase program on a timely basis, taking into 

consideration market conditions and trading restrictions 

1 Assumed share count of approximately 489 million shares 

2 Based on March 16, 2012 account values and equity market levels 
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