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The Travelers Companies, Inc. 

Third Quarter 2013 Results 

October 22, 2013 
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Long-Term Financial Strategy 

Meaningful and       

sustainable 

competitive 

advantages 

Generation of    

top tier earnings 

and capital 

substantially in 

excess of growth 

needs 

Balanced 

approach to 

rightsizing capital 

and  

growing book 

value per share 

over time 

CREATE SHAREHOLDER VALUE 
Objective: Mid-Teens ROE Over Time 
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Net income per diluted share of $2.30, up 4% from prior year quarter 
 

Record quarterly operating income per diluted share of $2.35, up 6% from prior year quarter 
 

Return on equity and operating return on equity of 13.9% and 15.2%, respectively 

 

ÅStrong net and operating income of $864 million and $883 million, respectively, generally consistent with prior year 
quarter. 
 

ÅCurrent quarter benefited from earned rate increases exceeding loss cost trends in each segment, low weather-
related losses and meaningful net favorable prior year reserve development.  

 
 

ÅTotal revenues of $6.452 billion, down 1% from prior year quarter. 
 
 

ÅNet written premiums of $5.713 billion, slightly higher than the prior year quarter. 

 
 

ÅWritten rate gains continued to exceed expected loss cost trends in all segments. 
 
 

ÅRepurchased 9.7 million shares for $800 million - dividends totaled $185 million. 
 
 

ÅBook value per share of $68.15 and  adjusted book value per share (excludes after-tax net unrealized investment 
gains) of $63.87, an increase of 1% and 8%, respectively, from year-end 2012. 
 

Third Quarter 2013 Overview 
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Extreme Weather Events in the United States 

Events are greater than $1 billion in economic loss, adjusted for inflation. 
12013 includes a projection of one event in the fourth quarter based off a 10-year average. 

Source: National Climatic Data Center (NOAA). 
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nearly double the long-term average (1980-2013) 
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Operating income $ 883 $ 867 2            % $ 2,586 $ 2,163 20          %

per diluted share $ 2.35      $ 2.22       6           % $ 6.79      $ 5.48     24         %

Net favorable prior year reserve development $ 107 $ 129 $ 386 $ 476

Catastrophes, net of reinsurance (64)        (59) (350)      (525)

Resolution of prior year tax matters -             -               63          -             

Settlement of legal proceeding -             -               59          -             

Total Items $ 43 $ 70 $ 158 $ (49)

Loss and loss adjustment ratio 57.3      % 58.4        % 58.6      % 62.1      %

Underwriting expense ratio 31.6      31.9        32.0      32.2      

GAAP combined ratio 1
88.9 % 90.3 % 1.4         pts 90.6 % 94.3 % 3.7         pts

Net favorable prior year reserve development 2.8 3.4 3.4 4.3

Catastrophes, net of reinsurance (1.7) (1.6) (3.2) (4.9)

Underlying GAAP combined ratio 90.0 % 92.1 % 2.1         pts 90.8 % 93.7 % 2.9         pts

Full Year

Included the following items:

Fourth Quarter
Change2013 2012 Change2013 2012

  ($ in millions, except per share amounts, after-tax) 

1 A benefit to the reported GAAP combined ratio is indicated as a positive item, and a charge is indicated as a negative item. 

 

Consolidated Performance 

Third Quarter Year-to-Date 
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Capital 

Å At or above target levels for all rating agencies. 

Å Repurchased $1.400 billion of shares, and dividends were  

$552 million in the first nine months of 2013. 

Å Board of Directors authorizes an additional $5.0 billion of 

share repurchases. 

 

Leverage 

Å Issued $500 million of 4.60% senior notes. 

Å Debt-to-capital ratio1 of 21.4%, comfortably within target 

range. 

Å Low level of maturing debt.  

- 2014                   - 

- 2015      $400 million  

- 2016  $400 million 

 

Very high quality investment portfolio 

Å Net unrealized investment gains of $1.559 billion after-tax 

($2.394 billion pre-tax) at September 30, 2013. 

1 Excludes net unrealized investment gains, net of taxes 

2 Excludes the after-tax value of goodwill and other intangible assets  

($ and shares in millions, except per share amounts) 

Very Strong Financial Position 

September 30, December 31,

Debt $ 6,346      $ 6,350      

Common equity 
1

23,252    22,302    

Total capital 
1

$ 29,598    $ 28,652    

Debt-to-capital
1 21.4% 22.2%

Common shares 

outstanding
364.1      377.4      

Book value per common 

share
$ 68.15      $ 67.31      

Adjusted book value per 

common share 
1 $ 63.87      $ 59.09      

Tangible book value per 

common share
 1, 2 $ 53.81      $ 49.29      

Statutory surplus $ 21,509    $ 20,048    

Holding company liquidity $ 1,865      $ 2,034      

2013 2012



Total 

$60 $80 $87 $89 $84 
$61 $63 $80  

$63 

2011 2012 1Q'12 2Q'12 3Q'12 4Q'12 1Q'13 2Q'13 3Q'13

` 

$583 $579 
$593 $589 $578 

$556 $542  $551  
$531 

2011 2012 1Q'12 2Q'12 3Q'12 4Q'12 1Q'13 2Q'13 3Q'13

` 

7 

2011 2012 1Q'12 2Q'12 3Q'12 4Q'12 1Q'13 2Q'13 3Q'13

` 

$485 $474 

Third Quarter 2013 Commentary 

Å Net investment income from the long-term fixed income 

portfolio declined modestly from the prior year quarter due to 

lower reinvestment rates, as expected.  

 

Å Short-term portion of fixed income portfolio continued to be 

impacted by very low interest rates. 

 

Å Net investment income from the non-fixed income portfolio 

declined from the prior year quarter primarily due to lower 

real estate partnership returns. 

($ in millions, after-tax) 

1 2011 and 2012 data represents quarterly average 

2 Excludes investment expenses 

After-tax yield 

 

Long-term Short-term 

After-tax yield 

1 1 

1 1 

1 1 

3.3% 3.3% 3.4% 3.4% 3.3% 3.2% 3.1% 3.2% 3.0% 

5.3% 6.6% 7.3% 7.3% 6.9% 5.0% 5.2% 6.6% 5.1% Total 3.2% 3.1% 3.2% 3.1% 3.1% 3.1% 3.0% 2.9% 2.9% 

Short-term 0.2% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2% 

Long-term 3.5% 3.3% 3.3% 3.3% 3.2% 3.2% 3.1% 3.1% 3.1% 

After-tax yield 

$500 
$528 

$505 $512 

Net Investment Income 

$506 $501 $476 

Fixed Income2 Non-Fixed Income2 
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Long-term fixed net investment portfolio investment income less holding company interest expense  

Non-fixed net investment portfolio investment income / (loss)  

Underwriting gain / (loss) and other  

Short-term fixed net investment portfolio investment income 

2005 2006 2007  2008 2009 2010 

Full Year 

2011 

17.9% 17.7% 12.4% 9.6% 14.0% 12.5% 6.1% 

4.3% 

8.9% 8.3% 8.7% 8.3% 8.7% 8.3% 8.0% 

(1.0%) 

6.8% 6.7% 

5.8% 

3.2% 

(2.9%) 

10.6% 
11.1% 11.0% 

8.1% 
8.2% 

9.3% 
9.0% 

(0.6%) (0.1%) 

1.4% 
1.4% 

1.6% 

0.9% 
0.9% 

0.5% 
0.8% 

0.7% 

0.4% 0.1% 
0.1% 

11.0% 

0.9% 

2012 

1.6% 

8.1% 

1.3% 

9.4% 

Components of Operating Return on Equity 

(0.6%) 

0.9% 

Year-to-Date 

2012 2013 

15.1% 13.1% 

9.6% 

1.4% 

8.2% 

3.5% 

8.5% 

7.4% 

1.1% 

6.6% 

CǊƻƳ WŀƴΦ мΣ нллр ǘƘǊƻǳƎƘ {ŜǇǘΦ олΣ нлмоΣ ¢w±Ωǎ ŀǾŜǊŀƎŜ ŀƴƴǳŀƭ ƻǇŜǊŀǘƛƴƎ wh9 ǿŀǎ ŀǇǇǊƻȄƛƳŀǘŜƭȅ моΦл҈ 
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Operating income $ 526           $ 543           (3)            % $ 1,695        $ 1,517        12           %

Loss and loss adjustment ratio 63.0 % 62.3 % 62.0 % 63.7 %

Underw riting expense ratio 30.0 31.0 30.9 31.6

GAAP combined ratio 1
93.0 % 93.3 % 0.3 pts 92.9 % 95.3 % 2.4 pts

Net favorable prior year reserve development 1.2 1.4 2.3 4.0

Catastrophes, net of reinsurance (2.0) (1.7) (2.7) (4.1)

Underlying GAAP combined ratio 92.2 % 93.0 % 0.8 pts 92.5 % 95.2 % 2.7 pts

Net Written Premiums

Select Accounts $ 654           $ 679           (4)            % $ 2,087        $ 2,118        (1)            %

Commercial Accounts 807           805           - 2,447        2,383        3             

National Accounts 236           202           17           755           663           14           

Industry-Focused Underw riting 673           671           - 2,025        1,955        4             

Target Risk Underw riting 441           382           15           1,389        1,297        7             

Specialized Distribution 220           222           (1)            656           672           (2)            

Business Insurance Core 3,031        2,961        2             % 9,359        9,088        3             %

Business Insurance Other 1                1                1                -                 

Total Business Insurance $ 3,032        $ 2,962        2             % $ 9,360        $ 9,088        3             %

Third Quarter

Change20122013

Year-to-Date

2013 2012 Change

 

  ($ in millions) 

1 A benefit to the reported GAAP combined ratio is indicated as a positive item, and a charge is indicated as a negative item. 

Business Insurance 
Performance 

Third Quarter Year-to-Date 
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7.1% 6.9% 7.2% 7.4% 
7.8% 

7.0% 7.1% 

(2%)

-

2%

4%

6%

8%

10%

12%

14%

1Q'12 2Q'12 3Q'12 4Q'12 1Q'13 2Q'13 3Q'13

Renewal Rate Change2 % 

Exposure/Other %  

Renewal Premium Change1 %   

Å 

ƶ 

Illustrative Business Statistics 

Retention 79% 80% 81% 80% 80% 79% 80% 

RPC1 9.9% 9.5% 8.5% 8.4% 9.0% 8.4% 9.0% 

New Business $443 $467 $424 $442 $480 $453 $446 

Business Insurance (Ex. National Accounts) 

($ in millions) 

1 Represents the estimated change in average premium on policies that renew, including rate and exposure changes.  
2 Represents the estimated change in average premium on policies that renew, excluding exposure changes. 
  Note: Statistics are subject to change based on a number of factors, including changes in actuarial estimates. 

§ 

Renewal Pricing Results  



11 

Illustrative Business Statistics 

Business Insurance: Select Accounts 

1 Represents the estimated change in average premium on policies that renew, including rate and exposure changes.  
2 Represents the estimated change in average premium on policies that renew, excluding exposure changes. 
  Note: Statistics are subject to change based on a number of factors, including changes in actuarial estimates. 

($ in millions) 

5.7% 6.1% 
6.7% 6.6% 6.8% 6.7% 6.7% 

(2%)

-

2%

4%

6%

8%

10%

12%

14%

1Q'12 2Q'12 3Q'12 4Q'12 1Q'13 2Q'13 3Q'13

Retention 75% 75% 77% 77% 77% 76% 76% 

RPC1 10.0% 11.8% 11.2% 11.2% 12.1% 11.5% 11.4% 

New Business $123 $118 $97 $92 $108 $100 $89 

Renewal Pricing Results  

Renewal Rate Change2 % 

Exposure/Other %  

Renewal Premium Change1 %   

Å 

ƶ 

§ 
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Illustrative Business Statistics 

Business Insurance: Commercial Accounts 

1 Represents the estimated change in average premium on policies that renew, including rate and exposure changes.  
2 Represents the estimated change in average premium on policies that renew, excluding exposure changes. 
  Note: Statistics are subject to change based on a number of factors, including changes in actuarial estimates. 

($ in millions) 

8.8% 

8.4% 8.2% 

8.4% 

9.6% 

8.1% 
7.7% 

(2%)

-

2%

4%

6%

8%

10%

12%

14%

1Q'12 2Q'12 3Q'12 4Q'12 1Q'13 2Q'13 3Q'13

Retention 81% 82% 85% 81% 82% 81% 81% 

RPC1 10.6% 9.1% 9.0% 7.3% 8.9% 7.7% 7.2% 

New Business $110 $105 $106 $126 $136 $108 $116 

Renewal Pricing Results  

Renewal Rate Change2 % 

Exposure/Other %  

Renewal Premium Change1 %   

Å 

ƶ 

§ 
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Illustrative Business Statistics 

1 Includes Industry-Focused Underwriting, Target Risk Underwriting and Specialized Distribution. 
2 Represents the estimated change in average premium on policies that renew, including rate and exposure changes. 
3 Represents the estimated change in average premium on policies that renew, excluding exposure changes. 
  Note: Statistics are subject to change based on a number of factors, including changes in actuarial estimates. 

Business Insurance: Other Business Insurance1 

($ in millions) 

6.7% 6.5% 6.9% 7.1% 7.0% 6.6% 7.0% 

(2%)

-

2%

4%

6%

8%

10%

12%

14%

1Q'12 2Q'12 3Q'12 4Q'12 1Q'13 2Q'13 3Q'13

Retention 79% 80% 81% 79% 81% 80% 80% 

RPC2 9.3% 8.7% 7.0% 7.6% 7.4% 7.3% 9.0% 

New Business $210 $244 $221 $224 $236 $245 $241 

Renewal Pricing Results  

Renewal Rate Change3 % 

Exposure/Other %  

Renewal Premium Change2 %   

Å 

ƶ 

§ 
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Operating income $ 160       $ 180       (11)        % $ 477 $ 511 (7)          %

Loss and loss adjustment ratio 41.8      % 39.7      % 42.2      % 41.5      %

Underw riting expense ratio 41.4      40.5      41.7      41.1      

GAAP combined ratio 1
83.2      % 80.2      % (3.0) pts 83.9 % 82.6 % (1.3)       pts

Net favorable prior year reserve development 9.3        11.3      9.0 10.0

Catastrophes, net of reinsurance - (0.1)       (2.0)       (0.2)       

Underlying GAAP combined ratio 92.5      % 91.4      % (1.1)       pts 90.9 % 92.4      % 1.5        pts

Net Written Premiums 

Bond & Financial Products $ 553       $ 529       5            % $ 1,479    $ 1,410   5            %

International 217       200       9            787       763       3            

Total FP&II $ 770       $ 729       6            % $ 2,266    $ 2,173   4            %

Total FP&II - Adjusted for the impact of foreign exchange rates  6           % 5           %

2012

Year-to-DateThird Quarter

2013 2012 Change Change2013

 

($ in millions) 

1 A benefit to the reported GAAP combined ratio is indicated as a positive item, and a charge is indicated as a negative item. 

Performance 

Financial, Professional & International Insurance 

Third Quarter Year-to-Date 
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($ in millions) 

1 Excludes the surety line of business as surety products are generally sold on a non-recurring, project specific basis. 

2 Represents the estimated change in average premium on policies that renew, including rate and exposure changes.  

   Note: Statistics are subject to change based on a number of factors, including changes in actuarial estimates. 

Financial, Professional & International Insurance 

Illustrative Business Statistics 


