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Forward-looking statements: Certain statements in this release or in the above-referenced conference call may be forward-looking statements as defined in the Private Securities 

Litigation Reform Act of 1995.  Use of the words "believes," "anticipates," "expects," ñprojections,ò ñforecastò, ñoutlook,ò ñshould,ò ñcould,ò ñconfident,ò ñplan,ò ñguidance,ò ñon track toò 

and similar expressions is intended to identify forward-looking statements.  The company cautions investors that any such forward-looking statements are estimates or projections 

that involve significant judgment and that neither historical results and trends nor forward-looking statements are guarantees or necessarily indicative of future performance.  Actual 

results could differ materially. In particular, ñforward-looking statementsñ include statements in the November 3, 2016 press release or in this presentation regarding our ability to 

achieve profitable growth in existing and technical specialty classes; leverage Chaucerôs underwriting platform and intellectual capital; achieve Return on Equity (ROE) and book 

value accretion through shift of business, expense and efficiency improvements, active capital management, and investments; achieve financial goals and generate strong earnings, 

profitable growth and target returns in the short- and long-term; prospects for margin expansion through rate, risk selection and expense actions; ability to leverage our agency 

distribution network to expand shelf space with existing agents and generate growth;  pricing compared to long-term loss trends; future trends of commercial multi-peril liability claims 

or relating to AIX program business; frequency and severity trends in personal and commercial auto; ability to leverage pricing, business mix and expense ratio improvement to drive 

commercial growth and profitability improvement; Commercial Lines account size and agency strategy to help manage competitive rate pressures; ability to achieve scale and 

expense leverage and expand capabilities in Specialty to improve results and increase profitable growth; success of technology investments and state and product expansion in 

Personal Lines, including  our planned entry into Pennsylvania and into the near-affluent market; success of Platinum penetration to generate better margins; pricing and retention 

trends; impact of bodily injury and collision severity trends on auto rates; cost leverage for growth; the potential impact of capital actions and business investments;  implications of 

Brexit and the effects and volatility of pound sterling and other currencies on earnings; impact of commodity prices on future earnings in light of Chaucerôs trade credit business; 

success of the proposed non-Lloydôs platform in Dublin; the ability to manage the cyclical nature of Chaucerôs business, challenging market conditions, and long-term financial 

targets; maintain long-term profitability and leverage underwriting intellectual property, and international reach to uphold relevancy and leadership position at Chaucer; ability to 

create growth opportunities via new platforms and penetrating U.S. non-admitted market; success of Chaucerôs business initiatives to offset topline headwinds; the estimated impact 

of Hurricane Matthew on fourth quarter earnings and the assumed catastrophe rate; the outcome of our strategic planning process; the outcome of the annual actuarial reserving 

review in the fourth quarter 2016, which could impact the companyôs carried reserves; increased income from expected ñhigher yielding assets;ò impact of low new money yields and 

low interest rates on earnings; changes to investment approach, including participation in the tax-exempt space; ability of energy investment holdings to maintain their value in light 

of low oil prices and increased regulation; and financial and earnings guidance for the fourth quarter and full year 2016, are all forward-looking statements.  
 

The company cautions investors that neither historical results and trends nor forward-looking statements are  guarantees of or necessarily indicate future performance, and actual 
results could differ materially. Investors are directed to consider the risks and uncertainties in our business that may affect future performance and that are discussed in readily 
available documents, including the companyôs earnings press release dated November 3, 2016 and the Annual Report, Form 10-Q and other documents filed by The Hanover with 
the Securities and Exchange Commission, which are available at www.hanover.com under ñInvestors.ò We assume no obligation to update this presentation, which, unless otherwise 
noted, are as of September 30, 2016. 
 

These uncertainties include the uncertain U.S. and global economic environment, the possibility of adverse catastrophe experience (including terrorism) and severe weather, the 
uncertainties in estimating catastrophe and non-catastrophe weather-related losses, the uncertainties in estimating property and casualty losses, accident year picks, and incurred 
but not reported loss and LAE reserves, the ability to increase or maintain certain property and casualty insurance rates in excess of loss trends, the impact of new product 
introductions, adverse loss and LAE development for prior years, changes in frequency and loss trends, the ability to improve renewal rates and increase new property and casualty 
policy counts, adverse selection in underwriting activities, investment impairments and returns, the impact of competition (including rate pressure), adverse and evolving state, 
federal and, with respect to Chaucer, international, legislation or regulation, adverse regulatory or litigation actions, financial ratings actions, and those risks inherent in Chaucerôs 
business.  
 

Non-GAAP Measures: The discussion in this presentation of The Hanoverôs financial performance includes reference to certain financial measures that are not derived from 
generally accepted accounting principles, or GAAP, such as operating income, operating income before taxes, combined ratios and loss ratios, excluding catastrophes and/or 
development and accident year loss ratios, excluding catastrophes and book value per share excluding net unrealized gains and losses. A reconciliation of non-GAAP measures to 
the closest GAAP measure is included in either the press release dated November 3, 2016 or financial supplement, which are posted on our website. The reconciliation of accident 
year loss ratio and combined ratio excluding catastrophes to the nearest GAAP measure, total loss ratio and combined ratio, is found on pages 7, 10,13, and 16 of the financial 
supplement. Operating income (operating income per diluted share) is a non-GAAP measure. It is defined as net income excluding the after-tax impact of net realized investment 
gains (losses), as well as results from discontinued operations divided by, in the case of per share reported figures, the average number of diluted shares of common stock. Book 
value per share, excluding net unrealized gains and losses, is calculated as total shareholdersô equity excluding the after-tax effect of unrealized investment gains and losses, 
divided by the number of common shares outstanding. The definition of other financial measures and terms can be found in the 2015 Annual Report on pages 78-80. 

Forward-Looking Statements and 

Non-GAAP Financial Measures 
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http://www.hanover.com/


Main Messages 
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Å The Hanover enjoys a strong and distinctive market position, which has enabled significant 
improvement in financial results over the last several years:   

- Broad and innovative product portfolio, including in areas with high technical underwriting content  

- Unique distribution strategy with a local operating model  

- Disciplined underwriting acumen and responsive service 

- Extensive market insight  

Å New leadership will lay out its short and long-term business plans in Q1 2017. Initially, we have 
identified three major areas of potential focus: 

- Leveraging agency relationships and achieving higher shelf space to drive above-industry growth 

- Growing new and existing specialty classes to capitalize on high profitability potential  

- Leveraging the value of our Chaucer underwriting platform 

Å These actions should enable the main financial levers for ROE and BV accretion: 

- Emphasize prudent growth in more profitable lines 

- Expense and efficiency improvements resulting from profitable growth and scale 

- Active capital management 

- Prudent investment strategy 

The Hanover presents significant prospects for growth, margin expansion  
and superior shareholder returns 



The Hanoverôs Financials  

At-A-Glance 
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Exchange/Ticker NYSE: THG 

Share price (as of 11/9/2016) $80.69 

Shares outstanding* 42.3 million 

Market capitalization $3.4 billion 

Annual dividend per share $1.84 
Yield: 2.3%  

GAAP Equity* $3.0 billion 

Total Capital* $3.8 billion 

Book value per share* $72.08 

Company Ratings 
A.M. 

Best 

Standard & 

Poor's 
Moodyõs 

Financial Strength Ratings 

The Hanover Insurance Company A A A3 

Debt Ratings 

Senior Debt bbb BBB Baa3 

Subordinated Debentures bb+ BB+ Ba1 

*As of September 30, 2016 

28% 

30% 

18% 

24% 

Personal Lines Domestic Commercial Lines

Domestic Specialty International Specialty

$5.4B
 
 

2015 Gross 

Premiums 

Written 
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We are a national company  

with a local approach and a global reach 

DOMESTIC  
One of the largest P&C writers in the U.S. 
Å Commercial and specialty business countrywide 

Å Personal Lines business primarily in states east of the 

Mississippi River 

INTERNATIONAL 
[[h¸5Ω{ t[!¢Chwaκ /ƘŀǳŎŜǊ ό{ȅƴŘΦ млуп 
and 1176)   
Å LƴǘŜǊƴŀǘƛƻƴŀƭ ƻǇŜǊŀǘƛƻƴǎ ǘƘǊƻǳƎƘ [ƭƻȅŘΩǎΣ 

headquartered in London ς Marine & Aviation, 

Casualty, Energy, Property and Nuclear 

Å Locations in Copenhagen, Oslo, Singapore, Miami 

and New York 

$4.1 B 
Gross Premiums 
4,400 Employees 

 
8 Business Centers; 

41 Offices 

$1.3B*  

Gross Premiums 
400 Employees 

 
6 International  

Offices 

*Exited U.K. motor business effective June 30, 2015, which decreased annual Chaucer gross premiums written by approximately $320M. 



Diversified business mix,  

well positioned in target markets 
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International Specialty ς  
$889M, 19% 

ÁPortfolio of high underwriting 
content  specialty business 

ÁLeveraging market leadership and 
expertise 

ÁStrong performance track record  

Business Profile 
$4.6B 2015  

Net Premiums Written 
U.S. Personal Lines ς  

$1.4B, 31% 

ÁDistinctive offerings for attractive 
account, value-added market    

ÁProfitably growing business and 
diversifying geographically 

ÁContinued focus on emerging 
affluent market 

U.S. Commercial Lines ς  
$2.3B, 50% 

ÁPrudent growth - large headroom 
with best partner agents; robust 
planning process leads to aligned 
incentives for economic growth 

 
Core Commercial 
ÁPOS and Non-POS  
ÁOne of the market leaders in 

industry solutions in Middle Market 
($50-$500K) 

ÁDistributed operating model 
 

Specialty 
ÁDiverse portfolio of attractive 

specialty lines 
ÁA leader in providing specialty direct 

to retail agents 

Personal  

Lines Commercial 

Lines 

Chaucer 

16% 

16% 

18% 19% 

19% 

12% 

Small Commercial Middle Market

U.S. Specialty International Specialty

Personal Auto Homeowners
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Above 
Industry 

Growth and 
Returns 

Local 
Operating 

Model 

Broad and 
Innovative 

Product Set 

Limited 
Distribution = 
Deep Insights 

Economic 
Pressures on 

Agents 

Å Strong coverage of 2,100 target agents  

Å IŀƴƻǾŜǊΩǎ ŀƎŜƴǘǎ ŎƻƴǘǊƻƭ  ~$120 billion of industry premium 

Å $4.3 billion of shelf space built with top 1,000 Hanover agents* 

Å Ample headroom remains 

 

 

 

Partner Agency Strategy 
Develop strong partnerships with a select group of agents 

Ability to further penetrate existing partnerships should drive profitable growth  

* Includes Chaucer 



Our distinctive nationwide network of 

capabilities supports partnerships 

Northeast: $1.3B 
Offices:        10 
Talent:         600 

Midwest: $1.3B 
Offices:     7 
Talent:      550 

tŀŎƛŦƛŎΥ  ҒϷпмлa 
Offices:   7 
Talent:    155 

²ŜǎǘΥ   ҒϷпорa 
Offices:  8 
Talent:   130 

Southeast: Ғ $625M 
Offices:        9 
Talent:         400 

41 Local Offices 

1,800+ People in Field 

300 Specialty Experts in Field 
8 



55%

60%

65%

70%

75%

80%

85%

2009 2010 2011 2012 2013 2014 2015 2016
YTD

Personal Lines ï  
Delivering distinctive, account-oriented solutions 
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62% 

35% 

3% 

Auto Home Other

 
Å Our strategy positions us to drive responsible growth and improved returns by: 

Targeting account business, which drives higher retention 

Attracting a more desirable customer-base (i.e. higher umbrella penetration, coverage limits, 

enhanced services) with value-added Hanover Platinum product  

Targeting emerging-affluent market in a more focused way 

Diversifying geographically, with planned new state entrances, beginning with Pennsylvania  in 

December  

Å Expect continued growth momentum by increasing agency market share; margin improvement driven 

by rate increases above loss costs and, in time, higher quality mix 

 

Account business is expected to continue to drive stable growth 

Personal Lines Account Business 

% of Total PIF 

$1.5B 
2015 Net 
Premiums 
Written 

81% 



U.S. Core Commercial -  
Profitable growth through leveraging existing agency relationships 
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Å Well positioned to outperform in the current market environment: 

ï Increased segmentation by industry type 

ï Small Commercial = Less pricing sensitivity and better retention due to smaller account size 

ï Middle Market = Distinctive industry specialization and franchise value driving share shift 

ï Local presence and local underwriting  

 

 

 

 

Highly leverageable segmented business model with a national footprint 

Small 
 $721  
49% 

Middle 
 $741  
51% 

$1.5B  
2015 Net 
Premiums 
Written 

($ in millions) 

$50-500K 
άǎǿŜŜǘ ǎǇƻǘέ 
Average 
Account Size - 
~$61K 

$0-50K in 
penetrated 
geographies 
Average 
Account Size 
- ~$6K 

24% 

23% 

20% 

16% 

11% 

6% Real Estate and Institutions

Human, Professional and
Other Svcs

Manufacturing and
Wholesale

Hospitality and Retail

Contractors, Transportation
and Maintenance Svcs

Technology

3Y growth CAGR 6.7% 



U.S. Specialty  
Building market-leading specialty businesses  
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$0

$100

$200

$300

$400

$500

$600

$700

$800

$900

2009 2015 

$406M 

12% CAGR 

$820M 

Growth Net Written Premium ($ in millions) 

Maturing Specialty portfolio will drive improved margin 

2015 - Mix by line of business 

Å An important driver of innovation, growth, 

capital diversification and future profitability 

Å A leader in providing specialty direct to retail 

agents 

Å Capabilities focus on some of the most 

attractive and highly fragmented segments of 

the insurance market  

Å Specialty portfolio maturation should drive 

improved margin. Most existing capabilities 

were built over the last 7 years:  

ï With robust growth, newer businesses 

are reaching scale 

 



Chaucer 

Business at a glance: 

Å $1 billion in GWP in 2015 

Å Composite Syndicate 1084- 11th largest syndicate at Lloydôs 

Å Nuclear Syndicate 1176, a market leader in nuclear risks 

Å Headquartered in London and employs over 350 people worldwide 

Å Strong specialty focus- with over 80 underwriters worldwide 

together writing over 35 major classes of business 

Well positioned despite the challenging market environment: 

Å Lead position in many targeted classes provides a strong 

competitive advantage 

Å Very experienced and well-regarded underwriting team, with a 

strong track record of underwriting performance and risk 

management 

Å Diversified offering 

Å Focused on preserving underwriting margins 

Ample opportunities yet to be harvested: 

Å Expand upon existing regional platforms and develop regional 

partnerships, such as our partnership with AXA in Africa, to get 

closer to distribution in targeted regions  

Å Non-Lloydôs platform to increase underwriting flexibility and open 

new avenues for growth 

34% 

32% 

19% 

15% 

Casualty and Other

Marine and Aviation

Property

Energy

Pro Forma 2015 Net Premiums Written,  

excluding U.K. motor 

$889M** 

**Exited U.K. motor business effective June 30, 2015, which decreased Chaucer gross premium by $319.1M. 
ϝ[ƻƴŘƻƴ ƻǊ [ƭƻȅŘΩǎ ƭŜŀŘ ƛƴ нлмр 
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Chaucer 

Specialty 

Lead business* 

(By premium volume) 

Political Risk 53% 

Property (Direct/Fac) 53% 

Casualty 52% 

Energy 41% 

Marine 23% 

[ƭƻȅŘΩǎ ƭŜŀŘŜǊ ƛƴ ǎŜƭŜŎǘ ǎǇŜŎƛŀƭǘȅ ǎŜƎƳŜƴǘǎ ǿƛǘƘ strong and distinctive underwriting capabilities 



Multiple ROE levers present going forward 
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2015 

ÅGrowth above 
industry average 
from further 
partner agency 
penetration 
 

9.3%  

Normalized 

Operating 

ROE(1) 

Top- 

Quartile 

ROE 

ÅImproved quality 
of the business 
portfolio mix 
ÅPricing 

persistency 
 

ÅExpense 
leverage from 
growth and 
operating 
efficiencies 

Improved Margins 

Continued Growth 

Effectively leveraging invested asset returns 

ÅExecute on 
capital 
management 
opportunities 



97.6% 

96.1% 

95.3% 

94.3% 
93.8% 

90%

91%

92%

93%

94%

95%

96%

97%

98%

99%

100%

2011 2012 2013 2014 2015
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Combined ratio improvement is creating ROE accretion  

Pre-tax Operating Income, Ex-Cat(3) 

$433 $445 $533 $629 $647 

Impact: 
Results in ROE 

improvement: 

1 point improvement in 

combined ratio 
1.2 points 

1 point (100 bps) of 

higher yield on fixed 

income purchases 

0.3 points 

1 point of additional debt 

leverage 
0.1 points 

Superior returns are achievable through continued underwriting improvement 

Accident-Year Combined Ratio, Ex-Cat(2) 

($ in millions) 



$62.5 $63.0 $61.1 $61.3 $59.8 

$5.8 $7.0 $7.2 $7.8 $8.0 

Q3 2015 Q4 2015 Q1 2016 Q2 2016 Q3 2016

Fixed Maturities Equities and Other Investments

Net Investment Income* 
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Net Investment Income Trends 

($ in millions) 

Investment Portfolio Trends 

Cash and Invested Assets 

$68.3 $69.1 

*Net Investment Income from Equities and Other investments is presented net of investment expenses. 

ÅNet investment income remained fundamentally 

in line with the prior-year quarter: 

ïLow interest rates continued to put pressure on 

net investment income, which was partially offset 

by investing higher net cash flows 

ÅExpect yields to continue to pressure investment 

income results 

 

($ in millions) 

84% 84% 85% 

$67.8 $68.3 $70.0 

84% 

$8.0B $8.1B 
$8.2B 

$8.0B $7.9B $8.0B $8.0B $8.1B $8.1B 

3.39% 3.39% 3.41% 
3.48% 3.45% 3.47% 

3.40% 3.39% 
3.31% 

 $67.5M  
 $68.8M  

 $70.1M   $70.7M  
 $68.3M  

 $70.0M  
 $68.3M   $69.1M  

 $67.8M  

 5.0

 5.5

 6.0

 6.5

 7.0

 7.5

 8.0

 8.5

 9.0

 9.5

 10.0

1.5%

2.0%

2.5%

3.0%

3.5%

4.0%

Q3
2014

Q4
2014

Q1
2015

Q2
2015

Q3
2015

Q4
2015

Q1
2016

Q2
2016

Q3
2016

Average Invested Assets Total Earned Yield Net Investment Income

85% 84% 84% 84% 84% 

10% 12% 11% 12% 
12% 

5% 4% 5% 4% 
4% $8,356 $8,292 $8,417 $8,541 $8,812 

$3,000

$4,000

$5,000

$6,000

$7,000

$8,000

$9,000

Q3 2015 Q4 2015 Q1 2016 Q2 2016 Q3 2016

Fixed Maturities Equities & Other Cash & Cash Equivalents



35% 

14% 
6% 2% 

8% 

4% 

3% 

14% 

14% 

29% 

25% 

2% 

25% 

9% 

9% 

1% 

Equities Commercial Mortgage
and Other Loans

Overseas Deposits

Partnerships Other

Exchange Traded 

 Funds (ETF) 
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Investment Portfolio Holdings Breakdown 

as of September 30, 2016 

Å94% of fixed maturity securities are investment 
grade 

ÅWeighted average quality A+ 

ÅDuration: 4.2 years 

Fixed Income Characteristics: 

Equities & Other $1.1 Billion 

Corporates Municipals (Tax-exempt) 

RMBS/ABS 

U.S. Govôt/Agencies Municipals (Taxable) 

CMBS 

Foreign Govôt 

Fixed Income $7.4 Billion 

High Dividend  

Yield Equities 

Other  

Equities 

Industrials 

Financials 

Utilities 


