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ndamentals

sell financial services to aging baby boomer

« Focus -\accumulation, distribution and ultimate
transfer of wealth

» Earnings\Sensitivity - earnings bases today for
top companies are much better balanced
between spread and fee income
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Despite shift from VAs to FAs, project record sales in 2002
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U.S. Life Insurance Sales

Expect Retirement Income Tax Management Plus
Estate-Planning Issues To Drive Strong Growth

TOTAL INDUSTRY PERIODIC RECURRING FIRST-YEAR LIFE PREMIUMS
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ng Term Care Sales

Demand has been slow to build
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Isability Income Sales

ture industry and vulnerable to economy

Indivigual DI

$ in nyillions

Group DI

$ in millions
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ustry Issues:

» Growth in Earnings
& Down equity markets and low interest rates for past 3 years
resulted in negligible growth in earnings for most
rs. DAC and GMDB have become issues
ation

& U.S. Life Industry is in late stage of consolidation vs. early
one; handful of independent players remain

» Investment Quality

& Recent cprporate insolvencies such as Enron and
WorldCom have highlighted investment holdings

= 9/11
+ No long tefm impact on pricing or demand
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rnings Challenge - AUM Growth

are setting record levels, despite low interest rates
« ROA versus ROE

¢ While vayiable products generate higher ROEs in
15%+ ramge vs. 13% for fixed, ROAs on fixed produces
are much higher at 80 bps vs. 30-40 bps

S&P 500: March 31,2000 To
esent
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rings Challenge - DAC

& Most insurers assumed long-term equity market growth
rates in\ pricing VA products of 8-10%; market declines
likely mgan sales of past 2-3 years will not be profitable

» Recoverability = Accounting Quality

¢ DAC as % of annuity assets ranges between 2%-8%;
Lower level equals more conservative accounting
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July 1996 to Present Actual S&P 500 Performance vs
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July 1997 to Present Actual S&P 500 Performance vs
8%, 9%, and 10% Assumed Growth
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8%, 9%, and 10% Assumed Growth

July 1998 to Present Actual S&P 500 Performance vs
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July 1999 to Present Actual S&P 500 Performance vs
8%, 9%, and 10% Assumed Growth
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July 2001 to Present Actual S&P 500 Performance vs
8%, 9%, and 10% Assumed Growth
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Source: Salomon Smith Barney estimates.

rings Challenge - GMDB

payfuture claims. Under GAAP, no rules exist — some
insurers reserve, but most use “pay as you go”

» Statutory Reserve Requirements Have Risen

¢ As “rulg¢ of thumb”, statutory GMDB reserves doubled
in 2001\ and are up least that YTD in 2002, reducing
excess tapital that could be used for share repurchase

« VA GMDB Risk Varies By Type

< Historically, most common was “return of principal”,
while most recent has been “high water”

18
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Types of GMDBs

Return of premium (“ROP)” - Guarantees 100% of deposits
(less'withdrawals) upon the contractholder’s death.

Ratchet/stepped-up benefit - DB is stepped-up to contract
value on anniversary date (“high water mark”), where it is
locked-in until next step-up.

Roll-up - GMDB equal to greater of (a) contract value or (b)
premium payments (less withdrawals) increased annually at
specified interast rate. Increases risk to insurer in flat or down
markets, because it guarantees fixed increase in benefit
despite lower equity markets.

Combination - Most aggressive and risky. DB set to greater
of roll-up or highest account value on anniversary date.
19
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— Ratchet/Stepped-Up Benefit
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— Combination
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nsolidation

« Expect Pace To Slow

re price declines of large financial services
players and European life insurers have dulled
their\acquisition appetites for immediate term

« Anticipate More Intra-Industry Transactions

& More smaller deals as insurers look to maximize
scale and exit non-core/under-performing lines

= Few Deals To Date Have Been Successes

¢ Despite islew of transactions over past 5 years,
only a handful we view as being successful

24
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Market cap ($hillions)

nsolidation — Late Stage

AIG C JPM AXP I AZ AXA AEG MET PRU AFL HG MFC PFG JHF SLC LNC JP TMK

Source: Bloomberg 25

vestment Quality

» Everything “Old Is New”

become major issue for rating agencies which
changed their industry outlook to negative

isk Assets Equal Approx. 15%

< Includjng belowinvestment grade bonds, equities,
real estate, non-performing mortgages and other

» View Portfolios Overall As Well Managed

4 RBC models seem to have been effective in
managing investment risk relative to real estate
crisis of late 80’s; some Europeans have issues
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@e\neral Account Asset Mix — 2Q02

Stocks
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luing Life Insurance Stocks

« UnNed States — primary measures are

price{book value, price/earnings, and
discoynted cash flow. All of these are based on
US GAAP

Europe\and Canada - primary technique is
embeddéd value (EV), which estimates
economig value of in-force plus adjusted net
worth. Value of future business then estimated
and added to EV to give “enterprise value”
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w We Pick Stocks

Business Fundamentals - i.e. product types,
revenue growth rates, margins, distribution
channgls, market positions, management

Earnings Predictability - Upside from positive
much legs than downside from negative.
Market arguably over-pays for predictability

Potential\Catalysts - Look for “events” that can
drive share appreciation such as change,
market sepsitivity and consolidation

30
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tock Picking — Flight to Quality

in 2002, S&P 500 has declined 24%,
versus 12% drop for SSB Life index

« Revenue growth, credit quality, interest rates,

accounting & ratings remain valuation issues

» Life insyrance viewed as “defensive” group. If

sentiment turns favorable, vulnerable to rotation

» Sector Rating is “Overweight.” Of 16 stocks we

cover, 7 are rated “Outperform”, 6 - “In line”,
and 3 - “Upderperform”

stock ratings are relati

e to analyst's industry rating
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Regression Analysis
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mmary - Outlook Strong

» Derographic — retirement of boomers and pension
system shift should drive long-term 11%-13% gains

» Earnings — will remain constrained by relatively flat
growth \n AUM during the past three years

» Investments/DAC/GMDB — will pressure earnings and
may result in changes to product compensation

» Rating Agencies — have negative view on industry

» Life sectol possesses good growth potential — is
not mature industry

» Sector recommendation is “Overweight” based on
expected market recovery
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IMPORTANT DISCLOSURES

This communication includes or is derived from Salomon Smith Barney research reports, notes, or analyses. (If notincluded, copies of research reports or notes can be found by accessing
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Guide To Investmem\gatings: Stock ratings are based upon expected performance over the next 12 to 18 months relative to the analyst's industry coverage universe. An Outperform (1) rating
indicates that we expecN\he stock to outperform the analyst's industry coverage universe over the coming 12-18 months. An In-line (2) rating indicates that we expect the stock to perform
approximately in line with ¥e analyst's coverage universe. An Underperform(3) rating indicates that we expect the stock to_underperform the analyst's coverage universe. In emerging
markets, the same ratings cigssifications are used, but the stocks are rated based upon expected performance relative to the primary market index in the region or country. Our complementary
Risk rating system takes into 8xgount predictability of financial results and stock price volatility. L (Low Risk): high predic@bility of financial results and low volatility; M (Medium Risk): moderate
predictability of financial results Wad moderate volatility. H ( High Risk): low predictability of financial results and high volatility. S low of financial results
and highest risk and volatility. In aXdition, in the major markets our Industry rating system is based on each analyst's evaluaton of their industry coverage relative to the primary market index in
their region. The industry ratings a\ Overweight: we expect th is industry to perform better than the primary index for the region in the next 12-18 months; Marketweight we expect the industry
to perform approximately in line withXhe primary index for theregion in the next 12-18 months; and Underweight: we expect the industry to perform worse than the primary market index for the
region in the next 12-18 months. NoteXhat Salomon Smith Barney introduced a new rating system on September 9, 2002. A description of the previous rating system can be obtained at

Securities recommended, offered, or sold\oy SSB: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other obligations of any insured depository instituion
(including Citibank); and (iii) are subject to Yivestment risks, including the possible loss of the principal amount invested. Athough information has been obtained from and is based upon
sources SSB believes to be reliable, we do npt guarantee its accuracy and it may be incomplete or condensed. All opinions and estimates constitute_SSB's judgment as of the date of the
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Investing in non-U.S. securities, including ADRY, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the r eporting requirements of the U.S.
Securities and Exchange Commission. There myy be limited information available on foreign securities. Foreign companies are generally not subject to uniform audit and reporting standards,
practices and requirements comparable to those\in the U.S. Securities of some foreign companies may be less liquid and their prices more volatile than securities of comparable U.S.
companies. In addition, exchange rate movemenls may have an adverse effect on the value of an investment in a foreign stock and its corresponding dividend payment for U.S. investors. Net
dividends to ADR investors are estimated, using taxrates , deemed accurate, butinvestors are urged to ¢ onsult their tax advisor for exact dividend computations.
Investors who have received this report from the Fi\m may be prohibited in certain states from purchasing securities mentioned in this report from the Firm. Please ask your Financial
Consultant for additional details

This report is distributed in the United ngdom by Shlomon Brohers International Limited. This material is directed at market esto
is not for to private therules of the Financial Services Authority, who should not rely o n this material. Moreover, any investment or service towhichth e
material may relate will not be made ava\lab\e to such krivate ¢ ustomers. This material may relate to investments or services ofa person outside of the United Kingdom or to other matters
which are not regulated by the Financial Services Authority andfurther details as to where this may be the case are available u pon request in respect of this material. If this publication isbeing
made available in certain provinces of Canada by Salofion Smith Barney Canada Inc. (*SSB Canada), SSB Canada has approved this p ublication. If this report was prepared by SSB and
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individual circumstances before making an investment decision. Salomon Smith Barney Securities (Proprietary) Limited is incorporated in the Republic of South Africa (company registration
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Salomon Smith Barney is a registered service mark of Salgmon Smi th Barney Inc. Schroders is a trademark ofSchroders Holdings plc and is used under license. Nikko is a service mark of
Nikko Cordial Corporation. © Salomon Smith Barne is prohibited by law and will result in

prosecution
ADDITIONAL INFORMATION 1S AVAILABLE UPON REQEST

This presentation will be available for viewing on the SOA web s ite after the symposium.
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