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Hartford announcement - Positive for HIG - 
Negative for Life Sector 
■ Hartford preannounced a large loss for 3Q 08 and a $2.5 billion capital raise 

from Allianz, a large German insurer.  The capital raise will include $750 
million convertible perferreds (at $31), $1.75 billion of junior sub debt (10%), 
and $1.75 billion of warrants with a strike price of $25.32.   

■ While the capital raise is expensive for HIG, we viewed it as necessary and 
the right thing to do for the company.  Even after the move up today, the 
stock appears inexpensive, trading around 80% of pro-forma diluted book 
value (which should be roughly $37 to $39, including marks).  Also, the fact 
that close to a 25% stake in the company is being taken by a larger firm that 
may have an interest in a full take-out in the future should provide better 
downside support for the stock going forward.  Overall, Hartford’s comments 
that its capital margin will be at around $3.5 billion by year-end 2008, 
positions it well to weather a continuing difficult market.   

■ As for the rest of the sector, large realized losses and capital raise are likely 
to pressure the rest of sector.  Companies with tighter capital positions such 
as PFG and GNW could remain under pressure and companies with 
stronger balance sheets, like MET, will have enough to weather the storm, in 
our view.   

 

■ Continued… 
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Quarterly EPS Q1 Q2 Q3 Q4 
2007A 2.61 2.39 3.33 2.66 
2008E 2.51 2.22 -1.45 1.70 
2009E 1.71 1.72 1.76 1.80  

 Financial and valuation metrics
 

Year 12/07A 12/08E 12/09E
EPS (CS adj., US$) 10.99 4.98 7.00
Prev. EPS (US$) — 7.20 9.80
P/E (x) 2.8 6.1 4.3
P/E rel. (%) 18.2 43.3 37.1
Combined ratio (%) — — —
Net  written premium (m) — — —
Book value per share (US$) 59.6 56.7 44.5
P/BV (x) 0.51 0.53 0.68
ROE (%) 16.4 15.7 —
  

Number of shares (m) 313.10 Dividend (current, US$) 0.53
BV/share (current, US$) 56.7 Dividend yield (%) 1.8 

  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (06 Oct 08, US$) 30.27 
Target price (US$) (from 75.00) 42.00¹ 
52-week price range 98.56 - 25.91 
Market cap. (US$ m) 9,477.54  
*Stock ratings are relative to the relevant country index. 
¹Target price is for 12 months. 
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Continued… 
■ The $3 billion of Hartford pre-tax investment losses was slightly higher than the $2.7 

billion of gross unrealized losses related to bonds that were trading below 80% of par 
as of the end of 2Q 08.  We have viewed this metric as the best barometer of potential 
future impairments.  On this measure, we note that AFL, PFG, LNC, AIG and GNW 
stood out as having the highest percentage of gross unrealized losses (for bonds 
trading below 80%) as a percentage of shareholders’ equity, ranging between 11-20% 
(HIG’s was 16%).  We note that AFL’s ratio is somewhat distorted due to their longer 
duration bond portfolio (which is matched by longer duration liabilities), however the 
company does have above average exposure to European financials, which could 
result in higher future impairments.   

■ The HIG DAC charge was not unexpected given the weakness in the equity markets.  
The other concern in the markets right now is on the embedded cost and hedging 
programs related to variable annuity guarantees.  With Moody’s clearly flagging the 
impact of tail risk related to variable annuity guarantees in some of its recent industry 
reports, it has left open questions about whether there will be substantial hedging and 
variable annuity reserve problems this quarter.  Our best guess is that this will result in 
earnings pressure this quarter, but not necessarily big balance sheet or capital 
problems for most companies, with fixed income portfolios and credit remaining the 
dominant driver of capital adequacy.   

■ Our ’08 and ’09 EPS estimate reductions reflect both the 94million share count dilution 
created by today’s capital raise and lower expected variable annuity earnings as a 
result of the weak equity markets.  Our target price is being reduced to $42 from $75 
to reflect 1.1x our estimate of diluted book value (incl. AOCI) post the capital raise.  

 

 

Disclosure 
 

 

Companies Mentioned  (Price as of 03 Oct 08) 
AFLAC Inc. (AFL, $52.12, NEUTRAL, TP $65.00) 
American International Group Inc. (AIG, $3.86, NEUTRAL, TP $3.00) 
Genworth Finl (GNW, $7.60, NEUTRAL, TP $23.00) 
Hartford Financial Services (HIG, $30.01, NEUTRAL, TP $42.00) 
Lincoln Natl (LNC, $39.23, OUTPERFORM, TP $58.00) 
MetLife, Inc. (MET, $42.13, OUTPERFORM, TP $62.00) 
Principal Financial Group (PFG, $32.51, UNDERPERFORM, TP $42.00) 
 
 

 
Disclosure Appendix 

Important Global Disclosures 
I, Thomas Gallagher, CFA, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies 
and securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed 
in this report. 

See the Companies Mentioned section for full company names. 
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3-Year Price, Target Price and Rating Change History Chart for HIG 
HIG Closing 

Price 
Target 

Price 
  

Initiation/ 
Date (US$) (US$) Rating Assumption 
11/7/05 84.65 97   
12/14/05 87.4 103   
4/28/06 91.93 106   
11/21/06 87.65 103   
12/12/06 89.63 105   
4/27/07 103.32 117   
12/11/07 89.68 114   
1/23/08 79.23 100   
1/25/08 75.13 98   
3/25/08 74.99 92   
4/29/08 72.37 90   
7/10/08 62.08 75 N   

97
103 106 103105

117 114

10098
92 90

75

N

25

35

45

55

65

75

85

95

105

115

10
/7/

05

12
/7/

05
2/7

/06
4/7

/06
6/7

/06
8/7

/06

10
/7/

06

12
/7/

06
2/7

/07
4/7

/07
6/7

/07
8/7

/07

10
/7/

07

12
/7/

07
2/7

/08
4/7

/08
6/7

/08
8/7

/08

Closing Price Target Price Initiation/Assumption Rating

USD

 O=Outperform;    N=Neutral;   U=Underperform;   R=Restricted;   NR=Not Rated;   NC=Not Covered

 

The analyst(s) responsible for preparing this research report received compensation that is based upon various factors including Credit Suisse's total 
revenues, a portion of which are generated by Credit Suisse's investment banking activities. 
Analysts’ stock ratings are defined as follows***: 
Outperform (O): The stock’s total return is expected to exceed the industry average* by at least 10-15% (or more, depending on perceived risk) 
over the next 12 months. 
Neutral (N): The stock’s total return is expected to be in line with the industry average* (range of ±10%) over the next 12 months. 
Underperform (U)**: The stock’s total return is expected to underperform the industry average* by 10-15% or more over the next 12 months. 

*The industry average refers to the average total return of the relevant country or regional index (except with respect to Europe, where stock 
ratings are relative to the analyst’s industry coverage universe). 
**In an effort to achieve a more balanced distribution of stock ratings, the Firm has requested that analysts maintain at least 15% of their rated 
coverage universe as Underperform. This guideline is subject to change depending on several factors, including general market conditions. 
***For Australian and New Zealand stocks a 7.5% threshold replaces the 10% level in all three rating definitions, with a required equity return 
overlay applied. 

Restricted (R): In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward. 
 

Analysts’ coverage universe weightings are distinct from analysts’ stock ratings and are based on the expected 
performance of an analyst’s coverage universe* versus the relevant broad market benchmark**: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months. 
*An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector. 
**The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 500 in the U.S.) over the next 12 months. 
 
Credit Suisse’s distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 
Outperform/Buy*  42% (59% banking clients) 
Neutral/Hold*  43% (56% banking clients) 
Underperform/Sell*  13% (50% banking clients) 
Restricted  2% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond to Buy, 
Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.) An investor's 
decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the 
market that may have a material impact on the research views or opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading.  For more detail please refer to Credit 
Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot 
be used, by any taxpayer for the purposes of avoiding any penalties. 

See the Companies Mentioned section for full company names. 
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Price Target: (12 months) for (HIG) 
Method: Our $42 target price reflects a 1.1x multiple to our estimate of HIG's $38 diluted book value (including AOCI) post its capital raise. 1.1x is 
where we expect most names to gravitate to given the continued uncertainty on marks within the fixed income markets. 
Risks: Primary risks to our $42 target price for HIG are1) further deterioration in the equity and U.S. housing market,  2) exposure to competition in 
the Japanese 
variable annuity market; 3) property/casualty catastrophe risk; 4) net flows in US variable annuity 
business remaining negative; 4) any major deterioration in the US equities market. 

See the Companies Mentioned section for full company names. 
The subject company (HIG) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit Suisse. 
Credit Suisse provided investment banking services to the subject company (HIG) within the past 12 months. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to the subject company (HIG) within the 
past 12 months. 
Credit Suisse has received investment banking related compensation from the subject company (HIG) within the past 12 months. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (HIG) within the next 3 
months. 
Credit Suisse has received compensation for products and services other than investment banking services from the subject company (HIG) within 
the past 12 months. 
Important Regional Disclosures 
The analyst(s) involved in the preparation of this report have not visited the material operations of the subject company (HIG) within the past 12 
months. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting shares; RVS--Restricted Voting Shares; 
SVS--Subordinate Voting Shares. 
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. 

Principal is not guaranteed in the case of equities because equity prices are variable. 
Commission is the commission rate or the amount agreed with a customer when setting up an account or at anytime after that. 

CS may have issued a Trade Alert regarding this security. Trade Alerts are short term trading opportunities identified by an analyst on the basis of 
market events and catalysts, while stock ratings reflect an analyst's investment recommendations based on expected total return over a 12-month 
period relative to the relevant coverage universe. Because Trade Alerts and stock ratings reflect different assumptions and analytical methods, Trade 
Alerts may differ directionally from the analyst's stock rating.  
The author(s) of this report maintains a CS Model Portfolio that he/she regularly adjusts. The security or securities discussed in this report may be a 
component of the CS Model Portfolio and subject to such adjustments (which, given the composition of the CS Model Portfolio as a whole, may differ 
from the recommendation in this report, as well as opportunities or strategies identified in Trading Alerts concerning the same security). The CS 
Model Portfolio and important disclosures about it are available at www.credit-suisse.com/ti. 

To the extent this is a report  authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important 
disclosures regarding any non-U.S. analyst contributors:  
The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with FINRA. The non-U.S. research analysts 
listed below may not be associated persons of CSSU and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on 
communications with a subject company, public appearances and trading securities held by a research analyst account. 
For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit-
suisse.com/researchdisclosures or call +1 (877) 291-2683. 
Disclaimers continue on next page. 
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This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction 
where such distribution, publication, availability or use would be contrary to law or regulation or which would subject Credit Suisse, the Swiss bank, or its subsidiaries or its affiliates 
(“CS”) to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to CS. None of 
the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of CS. All 
trademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service marks of CS or its affiliates. 
The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the solicitation of an 
offer to sell or to buy or subscribe for securities or other financial instruments. CS may not have taken any steps to ensure that the securities referred to in this report are suitable for 
any particular investor. CS will not treat recipients as its customers by virtue of their receiving the report. The investments or services contained or referred to in this report may not be 
suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about such investments or investment services. Nothing in this report 
constitutes investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise 
constitutes a personal recommendation to you. CS does not offer advice on the tax consequences of investment and you are advised to contact an independent tax adviser. Please 
note in particular that the bases and levels of taxation may change. 
CS believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions presented in the other sections of the report 
were obtained or derived from sources CS believes are reliable, but CS makes no representations as to their accuracy or completeness. Additional information is available upon 
request. CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the extent that liability arises 
under specific statutes or regulations applicable to CS. This report is not to be relied upon in substitution for the exercise of independent judgment. CS may have issued, and may in 
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performance. Information, opinions and estimates contained in this report reflect a judgement at its original date of publication by CS and are subject to change without notice. The 
price, value of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise. The value of securities and financial instruments is subject 
to exchange rate fluctuation that may have a positive or adverse effect on the price or income of such securities or financial instruments. Investors in securities such as ADR’s, the 
values of which are influenced by currency volatility, effectively assume this risk. 
Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding and 
assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot and 
forward interest and exchange rates), time to maturity, market conditions and volatility, and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a 
structured product should conduct their own investigation and analysis of the product and consult with their own professional advisers as to the risks involved in making such a purchase. 
Some investments discussed in this report have a high level of volatility. High volatility investments may experience sudden and large falls in their value causing losses when that 
investment is realised. Those losses may equal your original investment. Indeed, in the case of some investments the potential losses may exceed the amount of initial investment, in 
such circumstances you may be required to pay more money to support those losses. Income yields from investments may fluctuate and, in consequence, initial capital paid to make 
the investment may be used as part of that income yield. Some investments may not be readily realisable and it may be difficult to sell or realise those investments, similarly it may 
prove difficult for you to obtain reliable information about the value, or risks, to which such an investment is exposed.  
This report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of CS, CS has not reviewed the linked 
site and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to CS’s own website material) is provided solely for your 
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