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MANAGEMENT DISCUSSION SECTION 
 

Jay Gelb 
Analyst, Barclays Capital, Inc. 

Hi, everyone. Thanks for joining us today. I'm Jay Gelb. I cover the U.S. Insurance Stocks here at Barclays. We're 

pleased to have with us Dennis Glass who is President and CEO of Lincoln Financial. Lincoln benefits from a 

strong presence in U.S. life insurance, annuities, retirement savings, and group insurance. The company recently 

completed its acquisition of Liberty Mutual's group benefits business. 

 

The format today will be for Dennis to begin with opening remarks, and then I'll moderate a Q&A session. 

 

So, with that, I'm please to turn it over to Dennis. 
 ......................................................................................................................................................................................................................................................  

Dennis R. Glass 
President, Chief Executive Officer & Director, Lincoln National Corp. 

Jay, thank you very much, and I look forward to the next half hour together with you and the rest of the people in 

the audience. I do have to make my comment about the cautionary language in our slide presentation, if you'd 

take a look at that. please. 

 

I am going to start off with just a few comments about what I think is important to the business, and I like this 

house chart. It shows the foundation of the business, which is doing the best things for our customers and our 

employees. If you do those things all the time, you'll have a great company. 

 

Strategically though, these four – six boxes are very important. We only manufacture retail products, and that 

drives a lot of our activities. For example, if you're only in the retail business, you don't have to drive earnings by 

taking excess credit risk. That's one of the examples. 

 

We focus on the fastest growing markets, and our markets are good strong markets. We provide financial 

protection for Americans, life insurance, protected lifetime income, short- and long-term disability, retirement 

products. These are growing products. The demographics are strong underlying them, and they really provide 

important values that are going to be in demand for a long time and aren't interfered with the ebbs and flows to 

any great extent by the economics of America growth and GDP and things like that. 

 

What distinguishes Lincoln more so than any other company in history is we have the most powerful distribution 

system. We have more wholesale distribution, more individual advisors that sell Lincoln products than any 

company in our industry. That allows us to do pivots when pivots are important. So for example, if life insurance – 
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guaranteed universal life insurance isn't selling either because of consumer preferences or interest rates, the 

strong force can pivot us to other products. We've done that a couple of times, and I'll come back to that in a few 

minutes with respect to particularly our annuity business. 

 

We maintain industry-leading risk management. The rating agents state, as an example, we have the best hedge 

program in the variable annuity business. We've not had any blow-ups in that program, and good risk 

management is extremely important in the insurance industry, and we do it as well or better than others. 

 

Actively direct capital to its best use. We're very interested, obviously, in getting a decent return on our capital. A 

big part of our program and earnings per share growth over the last couple of years, actually for quite a while, has 

been the ability to generate enough excess cash flow on top of our use of a couple of billion dollars a year to 

support our sales, to buy our shares back. I don't know exactly what the statistics are, but I think in the last four 

years we've bought more of our stock back as a percentage of our capital base than any company in the 

insurance industry that we compete with. Maybe one other company has done as much. 

 

We've added to this a little bit around the digital experience for our customers. All of us in America are competing 

against the foreign digital companies and the standard for consumers is no longer just our competitors in the life 

insurance industry, but it's people like Uber, Amazon. People are going to expect the same kind of customer 

service experience, and we're investing heavily to get to that point over time. 

 

So fairly simple and straightforward business model. We've been in the same businesses for decades and 

decades. We've been in business for 100 years. We've gone through ebbs and flows of good times and bad 

times. And we're looking forward to the next couple of years. 

 

Our track record is solid and it's consistent. And when I look at this slide, and candidly I look at our multiple I can't 

make the two connect because we've had excellent growth in the top line, excellent growth in the bottom line, our 

overall book value per share has grown, and we've increased our ROE fairly substantially. 

 

So, these are excellent results. They don't happen because of third-party influences. They happen because of 

those activities or strengths that I just talked about on the first slide and management actions. There's always 

something that is an opportunity or an impediment to growth, and you have to take action to achieve this kind of 

results. And we have an excellent management team that has demonstrated an ability to get good solid 

performance. 

 

One of the things that we've been talking about for the last couple of years is getting the right balance of earnings 

drivers. In the Life Insurance business, there's only three ways to make money, fees and assets under 

management, spread business, and mortality and morbidity. We've been a little bit heavy on capital market drivers 

for a couple of years. And so for a couple of years we've been focusing on the idea of using an acquisition to get 

better balance. We did that with the Liberty Mutual acquisition. We expanded about $1.3 billion last year, talk a 

little bit about how that's coming in a little while. But now we really like the balance that we have between spread 

business, earnings, fees and assets under management, and more typical insurance profits. 

 

In the past, we used to stop the discussion of capital market-driven earnings and insurance-driven earnings, but 

it's an important point to note that our capital market-driven earnings are composed of both interest rate, spread 

and equity markets. So, for example, over the past five years, the equity markets have grown at 13%. Of that, our 

earnings per share growth has been driven up 5%. At the same time, low interest rates has acted as a drag on 

our earnings, so that we'd only get a net benefit of 2%. 

 



Lincoln National Corp. (LNC) 
Barclays Global Financial Services Conference 

Corrected Transcript 
13-Sep-2018 

 

 
1-877-FACTSET   www.callstreet.com 

 4 
Copyright © 2001-2018 FactSet CallStreet, LLC 

 

I've been concerned that people would think that Lincoln's business, because we have $120 billion of assets 

under management in our sub-accounts, would think that most of our earnings power has to come from these 

strong equity markets, and that's just simply not the case. So if you look at the next three years, because interest 

rates are up, most of the drag from lower interest rates and spread compression is going away. But to get that 

same 2% net contribution, we only need to see capital market performance of about 3%. 

 

So coming back to the balance of our sources of earnings going to end up being about a third mortality and 

morbidity, about a third spread, and about a third equity, and equity and spread earnings are going to offset each 

other as interest rates go up over time or come down, and vice versa as the equity markets go up or come down. 

So I think it's very good in terms of earnings picture, and that will permit us to get to our earnings growth rates 

which we target, of 8% to 10%, every year. 

 

Another area that I want to just touch on before we go into the Q&A is annuity sales. Annuities represent annuity 

earnings, represent about 50% of our earnings for a couple of years. Primarily because of the Department of 

Labor Fiduciary Rule, industry sales have gone down in the marketplace. We established a plan of about – about 

18 months ago to re-energize, re-focus on our annuity business. And you can see here that we've gone from $8.2 

billion to about $11.9 billion of sales. And most of that comes back to that one slide that you saw about the power 

of our distribution and the power of our product development. And so in 2018, 28% of our sales growth is coming 

from new products and new sources of distribution, not just taking share in existing marketplaces. We've done 

that time and time again in our different businesses, and I can't express any stronger the powerful nature of our 

distribution platforms and the products that go along with it. 

 

The other thing that we've been trying to do is get a better balance between our own long- and short-term 

guaranteed products. We used to be 70% long-term guaranteed products. Today, we're 30%. And we think, over 

time, that will help with the quality of the earnings and growth opportunities for the company. 

 

Liberty acquisition, again, from a corporate perspective, the reason we did the Liberty deal was to get a better 

balance to source of earnings, increase our morbidity earnings or mortality and morbidity earnings. That will 

happen. 

 

From the Group business itself, we were very strong in the 1,000 under market segment, which is a good growth 

segment. We weren't as strong in the higher end of the employment segment, 5,000 above; Liberty was. So 

combining these two platforms was very complementary. When you do deals, you have to worry about both 

integration savings, but also being able to maintain the top line sales growth that each of the companies had. And 

when you buy a company that's not in the same segment you are, you have much greater opportunity to maintain 

the top line momentum. 

 

The integration is underway. We're doing quite well. First quarter earnings were good. Our after-tax margin was 

around 5%. We have to do some repricing of their portfolio, but that's underway. Our premium growth is ahead of 

expectations, and we think we have a potential upside to the savings. So this is a very critical and important 

strategic acquisition for us. It fills out what we've been trying to do, as I said a few minutes ago, in terms of source 

of earnings. 

 

And as is the case with Lincoln, we have a great history of properly pricing and achieving everything that we had 

expected to through the integration and the strategic benefits of the transaction. So we're very excited about the 

Liberty deal and where it's taking us. 
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And one of the things that we're pretty good at and contributes to our ability to get to this 8% to 10% earnings 

growth is expense management. We're constantly being careful about expenses and managing it. You can see 

here on this chart that we've gone from 12.5% or so expenses as a percentage of revenues down to 11%. That's 

just the normal day in and day out of expense management. Anybody who has to put a budget together has to 

show expenses being – growing at 2% less than revenues year in and year out. That's how you get that 120 basis 

points. 

 

And then there's additional opportunities. And here we're showing $90 million to $150 million from the digital 

program that I talked about. So not only are we elevating our consumer – customer experience to the level of the 

born-digital companies, we're also taking out somewhere between $90 million and $150 million on top of our 

normal expense management, which will drop into earnings over the next couple years. And then on top of that, 

as I said, we'll get another $100 million of savings from our synergies on the group acquisition, actually expecting 

to do a little better than that. 

 

And just finally, in addition to being good markets, executing well, having a good source of earnings, good 

balance between long and short duration liabilities, our capital position remains strong. If you look at the balance 

sheet, our below investment grade exposure is down to 4.1%. You will hear people being concerned about 

entering a credit cycle when and if this – well, at some point, this growth period will end, I'm not sure how quickly it 

will. 

 

We've got a great RBC ratio, very strong, generating a lot of cash flow, buying a lot of shares back. We're going to 

deploy $2.2 billion of capital in 2018. And as I've pointed out, we've reduced our shares outstanding by 31% since 

2011. 

 

So, overall, the basic business, the consumers that we serve, the needs that they have are strong and growing, 

excellent distribution and product development, strong risk management, 

 

good source of – good balance of earnings in all different economic environments, strong capital base. I couldn't 

be more optimistic about Lincoln's prospects over the next several years. 

 

And with that, Jay, why don't we start our Q&A. 
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QUESTION AND ANSWER SECTION 
 

Jay Gelb 
Analyst, Barclays Capital, Inc. Q 
That'd be great. Thanks, Dennis. That's a really helpful overview. I think, to start off, why don't we start big 

picture? As you've talked about, Lincoln's results have been very strong year-to-date. Where are you most 

encouraged and where do you still feel Lincoln has some work to do? 
 ......................................................................................................................................................................................................................................................  

Dennis R. Glass 
President, Chief Executive Officer & Director, Lincoln National Corp. A 
I'm most encouraged by the recovery in annuity sales. And I'm not going to allocate percentages, but the overall 

environment is much better, mostly because of the DOL being vacated. Nothing wrong with it, and what's in the 

best interest of the consumer. But when you have the regulators being the plaintiff [indiscernible] (00:14:54) that's 

not a good situation. 

 

So we're happy with the improvement in the environment. That bleeds down into the compliance departments of 

broker-dealers and makes it much easier to get annuity sales through for financial advisers. So I'm very positive of 

that. And again, back to this combination of distribution strength and product breadth, that is demonstrated again 

by the 28% that I talked about in terms of increase in our sales, 28% coming from new products and new 

distribution. So we're very excited about that. 

 

Over the years, our business model, retail-based business model, worked quite successfully. Even during the 

2007 to 2009 period, no single business ever had negative cash flows. So the idea of the annuity business having 

negative cash flows for the last 18 months is something that we just wouldn't stand for. And by making good 

product decisions, good distribution decisions, I don't know if we'll be breakeven in the third quarter, but we'll 

pretty be – pretty close. And hopefully in the fourth quarter, we'll be positive cash flow. 

 

So we've got that under control. And again, under control in a very positive way. We're not lowering price on our 

products to gain market share. We're improving the value propositions, entering more segments, adding more 

distribution. We're going to add a distribution partner, we'll announce in the next couple of weeks, that has the 

potential all by itself to increase our annuity sales in the neighborhood of 5% on an annual basis. So it's those 

kinds of relationships that are important. You don't get those relationships unless you have good wholesalers, 

have good products, and you deliver for the customer. They don't want just any company in their distribution 

system selling products without good support. So that's what I'm excited about. 

 

The RPS business is doing very good. So that's working well, positive net flows for eight quarters in a row, good 

returns, good earnings development. We haven't seen it for quite a while. 

 

The Life Insurance business is equally doing well. I'd like to see a little more diversification of sales. We used to 

sell 65% GUL and 35% other things. But then we get more diversified and because we've had such good results 

with one or two products, we're a little bit concentrated now. So we want to increase the sale of our term products, 

want to increase the sale of our fixed universal life index product. We have smaller share there than we should 

have, so I'd like to see that going well. 

 

But by and large, we put these excellent results on the paper really for the last seven or eight years. And again, 

not because of any one factor, it's not just equity market growth, fees and assets under management, power of 
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our distribution and our products, expense management, smart capital management, good risk management, and 

those things are going continue. I'm pretty optimistic about our 8% to 10% growth targets over the next several 

years, and hopefully some expansion of ROE as well. 
 ......................................................................................................................................................................................................................................................  

Jay Gelb 
Analyst, Barclays Capital, Inc. Q 
Great. Well, on that topic of ROE, it's already running in the 12% to 13% range, which is certainly above – well 

above your cost of capital, and that's occurring despite some challenging macro factors including a flat yield 

curve. To what extent do you think that ROE profile could be maintained or potentially even increased? 
 ......................................................................................................................................................................................................................................................  

Dennis R. Glass 
President, Chief Executive Officer & Director, Lincoln National Corp. A 
We sell products at a level above – let me say that differently – we're achieving better than 12% to 13% on new 

product sales in most instances. So, over time, that could pull up our ROE on an aggregate basis, and I expect it 

would be. ROE is very difficult to make meaningful progress on. So, I think incremental progress on that is what 

I'd like to see occur. 
 ......................................................................................................................................................................................................................................................  

Jay Gelb 
Analyst, Barclays Capital, Inc. Q 
Okay. On the macro environment, low rates have been a drag on insurers' net investment income, but that 

headwind has begun to fade. How much upside could there be to Lincoln's earnings power if rates rise further? 
 ......................................................................................................................................................................................................................................................  

Dennis R. Glass 
President, Chief Executive Officer & Director, Lincoln National Corp. A 
So earnings per share grew 12% over the last five years, pretty good 12% earnings per share growth. That would 

have been 15% if we didn't have spread compression that held that growth back by 3%. That 3% headwind will go 

away over the next three years. But no, I'm not saying that we're going to get to 15% earnings per share growth 

because there is going to be other factors that play into the equation. But the 12% would have been 15%, that 3% 

drag goes away. I come back to our long-term goals of 8% to 10% being pretty achievable, specifically because of 

the elimination over the next three years if the 10-year stays at 3%. 
 ......................................................................................................................................................................................................................................................  

Jay Gelb 
Analyst, Barclays Capital, Inc. Q 
Okay. Let's turn to the annuity business which, as you said, accounts for about half of earnings. What level of 

return on equity do you think should be achieved in this business, in the annuity business? 
 ......................................................................................................................................................................................................................................................  

Dennis R. Glass 
President, Chief Executive Officer & Director, Lincoln National Corp. A 
Well, we're reporting our GAAP statements, and we think this is an accurate reflection of the earning power of the 

business, 20%. I think 20% in any insurance product is on the high end of what you can expect over time. The 

reason we have gotten to 20% is because we've been consistently in the marketplace. And so as competitors 

have gotten in and out and we've been inconsistently with good pricing, but we're getting this 20% return on 

equity. We're pricing the different guaranteed lifetime income products sort of in the middle teen range. I think 

that's fair enough for that product line. 
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Fixed annuities, sort of double – the lower end of the double-digit returns. Although interestingly enough, when we 

look, we don't break out ROEs on our fixed annuity business, but they are also middle teens, because we have 

better development of earnings than what we had priced for in that business at that time. 
 ......................................................................................................................................................................................................................................................  

Jay Gelb 
Analyst, Barclays Capital, Inc. Q 
Right. Fixed index annuities and buffered annuities have become a pretty interesting growth area for the industry. 
 ......................................................................................................................................................................................................................................................  

Dennis R. Glass 
President, Chief Executive Officer & Director, Lincoln National Corp. A 
Yes. 
 ......................................................................................................................................................................................................................................................  

Jay Gelb 
Analyst, Barclays Capital, Inc. Q 
Can you talk a little bit about what Lincoln is doing there? 
 ......................................................................................................................................................................................................................................................  

Dennis R. Glass 
President, Chief Executive Officer & Director, Lincoln National Corp. A 
Yes. We just launched what you referred to as a buffered index variable annuity, we call it index variable annuity. 

That's kind of a blend between a pure variable annuity where you have unlimited upside and unlimited downside 

because your account value goes up and down with the performance of the underlying investments and a fixed 

annuity which gives you some upside, indexed annuity gives you some upside relative to equity market 

performance, but you have a guaranteed flat – you can't lose your initial deposit. 

 

This is somewhere in between. And so for a consumer that would like to take a little bit less risk than the variable 

annuity has in it and a little more risk from a preservation of capital perspective than what a fixed annuity 

provides, it's in between those two things. It's actually the best product launch we've had ever at Lincoln in terms 

of immediate sales growth. 

 

So it's a good product, well priced, good consumer value. 
 ......................................................................................................................................................................................................................................................  

Jay Gelb 
Analyst, Barclays Capital, Inc. Q 
Excellent. So on the regulatory front, I was hoping you could give us your latest thoughts on the Fiduciary 

Standard Rule. The DOL has vacated their process on that, but now it lies with the SEC and perhaps some of the 

major state regulators. What are your thoughts there? 
 ......................................................................................................................................................................................................................................................  

Dennis R. Glass 
President, Chief Executive Officer & Director, Lincoln National Corp. A 
Generally, I think the SEC has it right. Many of the proposals that they have on the table are ones that we had 

been advocating for all along. Simple things like transparency of cost. I think consumers want to know what the 

cost is in the products and the cost as they relate to the benefits of the products. 

 

The same pricing for products that provide similar benefits. I mean, there's no reason why a small cap – a U.S. 

small cap mutual fund should have a commission of 6% and the same small cap mutual fund sold by somebody 
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else ought to have 3%. And that's the same thing, it takes the same amount of effort. So sort of a consistency of 

pricing among different products, we think, makes a lot of sense. 

 

And transparency, all important for us. And that's the general direction that the SEC is going in. And again, these 

are things that we've been advocating all along to the Department of Labor. And I think my sense is the 

Department of Labor is going to pretty much follow what comes out of the SEC. The states, New York has got 

some thoughts of their own, but the other 49 states, I think, will fall in line with the SEC. 

 

Again, all of us in the industry are trying to do the best thing for Americans, consistency of regulation and making 

sure that Americans buy products that are right for them at the right time. They know what they cost. They know 

what the benefits are. Those are all very positive things for Americans, and our insurance and even the general 

wealth management industry as we go forward. 
 ......................................................................................................................................................................................................................................................  

Jay Gelb 
Analyst, Barclays Capital, Inc. Q 
Great. Okay. Let's turn to the Life Insurance business. Near and/or short  and long term, do you view Life as a 

growth opportunity for Lincoln? 
 ......................................................................................................................................................................................................................................................  

Dennis R. Glass 
President, Chief Executive Officer & Director, Lincoln National Corp. A 
In the life insurance industry, our metrics are – it grows 4% to 5%, premium growth is 4% to 5%, assets under 

management growth 4% to 5%. So it's in that ballpark. To do better than that, you need to have good expense 

management. You need to get better sales growth than the industry average. And again, I come back to – these 

are the strengths that we have, distribution strengths, product development strengths, allocation of capital, 

expense management. 

 

It's never going to be – what's the term in the Silicon Valley? There's an expression, breakout velocity. I wonder if 

you can get the breakup velocity. I don't think life insurance industry is going to get to Silicon Valley like breakout 

velocity, but I think it can be a strong business. It fits well into our 8% to 10% returns over time. And it's a good 

business, good business for Americans. The demographics are good for that business, actually for all of our 

business, and the value propositions. 
 ......................................................................................................................................................................................................................................................  

Jay Gelb 
Analyst, Barclays Capital, Inc. Q 
Okay. The MoneyGuard product, I often get questions from investors around the long-term care component of 

that product, and I realized it's not a legacy long-term care component, it's doesn't nearly have the type of risks 

associated with the other life companies who have large legacy blocks around that. But I was hoping you could 

shed a bit more light on that topic. 
 ......................................................................................................................................................................................................................................................  

Dennis R. Glass 
President, Chief Executive Officer & Director, Lincoln National Corp. A 
Well, for the benefit of the audience, the product is a pretty simple product. It give us $100,000. This is the old 

product we've improved. You can do it multiple premiums and things like that. But just fundamentally give us a 

$100,000; if you die, we give you $200,000. If you go into a long-term care situation, we'll will give you $400,000. 

And if you don't want the $200,000 or the $400,000, we'll give you the $100,000 back. That's – the nature of that 

product is so different from long-term care because of policy behavior opportunities. Here's one example. So 

someone who is wanting to preserve death benefit for their children may not take advantage to the extent that 
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they could with long-term care with the optionality and the benefits that can work to the benefit of the family and it 

could work to the benefit of the insurance company, because everybody – if you're in a long-term care situation, 

the right economic behavior is to maximize that long-term care benefit. Take every advantage that you can in our 

product, not necessarily because you may have inheritance or other things that are higher on your list of important 

things than just long-term care. So that's one example of why a multi-benefit product is much different than long-

term care. 

 

I want to make two comments about why sometimes companies end up with much better books in business than 

other companies do, and it's the way they get into the business. So let me go back to annuities. We have, by all 

metrics, the highest-quality, lowest-risk book of guaranteed lifetime income in the industry. Nobody argues with 

that, and maybe somebody as good as us, but where we set the standard. The reason for that is because when 

we got into the business 12 years ago, we actually got in with American Funds, and they wholesaled the product; 

and their value proposition to the customer was, account value growth matters and, oh, by the way, you've got a 

guarantee. 

 

So we never got into this feature war about giving the best guarantee because we weren't selling the product on 

the basis of the guarantee. The American Funds portion of our books still represents 40%. And so we really got in 

on a very smart basis. 

 

The other thing that we did at the outset was we hedged all the Greeks, and that was a very smart thing to do. So 

it's not by chance that we have the highest quality in-force book of variable annuity business, it's because of 

decisions that were made and how we got into the marketplace. 

 

We started to manufacture the MoneyGuard product 15 years ago as well, and sort of the same group of people 

that were smart enough to do the variable annuity business were smart enough to make good policyholder 

assumptions in the design of the product. So, for example, a lot of the long-term care companies assumed that 

there would be morbidity improvement and price set into the product. We assume no morbidity improvement. And 

so that's not an assumption that we have. So, there again, we got into the product on a smart basis. 

 

I'm sure that there's products that we got into over the years not on a smart basis, but our biggest – some of our 

biggest and most profitable products were started out very thoughtfully. And so coming back to the VA business, 

policyholder behavior assumptions again were fairly thoughtful. And we haven't had the kind of explosions on the 

balance sheet that some of the competitors did who weren't as thoughtful about their policyholder behavior 

assumptions. 

 

So we have a company history of getting into businesses in the right way, risk management, good assumptions 

around behavior, and MoneyGuard is just an example. And this is – to finish on MoneyGuard, we provided a 

stress test on our current reserves, which I guess is about $10 billion. And we stressed the three most serious, if 

you didn't get these assumptions right, you'll need an increase of reserves. And the worst stress test on all three 

didn't add up to a need to increase the reserves. So I can pretty confidently say no one's going to see an increase 

in our long-term care reserve, in our MoneyGuard reserves on the foreseeable future because this is not going to 

happen. 
 ......................................................................................................................................................................................................................................................  

Jay Gelb 
Analyst, Barclays Capital, Inc. Q 
That's good for people to know. Okay. With regard to... 
 ......................................................................................................................................................................................................................................................  
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Dennis R. Glass 
President, Chief Executive Officer & Director, Lincoln National Corp. A 
I suppose I should qualify that a little bit. To the best of my knowledge, that's not going to happen. 
 ......................................................................................................................................................................................................................................................  

Jay Gelb 
Analyst, Barclays Capital, Inc. Q 
All right. While you're making projections, should – what should investors expect coming out of third quarter 

actuarial review in Life Insurance? 
 ......................................................................................................................................................................................................................................................  

Dennis R. Glass 
President, Chief Executive Officer & Director, Lincoln National Corp. A 
I think Randy, our Chief Financial Officer, who's always rated one of the top three CFO's in both the P&C and life 

industry, and we're very proud for him of that. Says it the best when he answers that question, which is, I don't 

want to run ahead of the numbers because the numbers aren't complete, but he is not aware of anything that 

would – I think that's what we've said in the last earning call, that would create any consternation. It doesn't mean 

that there won't be some back adjustments, plus or minus, but we'll see when we get there. We're not aware of 

anything. 
 ......................................................................................................................................................................................................................................................  

Jay Gelb 
Analyst, Barclays Capital, Inc. Q 
Fair enough. All right. Last question before... 
 ......................................................................................................................................................................................................................................................  

Dennis R. Glass 
President, Chief Executive Officer & Director, Lincoln National Corp. A 
We're not done with the work. To be clear, we're not done with the work. 
 ......................................................................................................................................................................................................................................................  

Jay Gelb 
Analyst, Barclays Capital, Inc. Q 
My last question before we go to the audience response system is, can you talk about the potential for future bolt-

on and perhaps larger acquisitions following Lincoln's acquisition of Liberty's group benefits business? 
 ......................................................................................................................................................................................................................................................  

Dennis R. Glass 
President, Chief Executive Officer & Director, Lincoln National Corp. A 
Yeah. We've built Lincoln over the years through M&A, mergers. And all the time, what drove the need for a non-

organic event was an otherwise strategic objective that we couldn't get to organically. Having completed the 

Liberty acquisition, there is no strategic objective that we have that requires an acquisition. 

 

So at this red hot moment, there's nothing that I have in mind that needs to come on the M&A front. All this $800 

million of free cash flow will then remain available for dividend growth and/or share buybacks. So, just on the M&A 

front, there's nothing that Lincoln needs at this point that we can't get organically. Now, let's say somebody could 

walk into my office tomorrow with a good idea, and maybe we do something, but I doubt it, because I'm 

comfortable that we can get to where we need to be just with organic actions. 
 ......................................................................................................................................................................................................................................................  

Jay Gelb 
Analyst, Barclays Capital, Inc. Q 
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That's helpful. Thanks, Dennis. Let's go to the audience response questions. First question is, if you don't 

currently own shares of Lincoln or happen to be underweight, what will cause you to change your mind? Let me 

start the clock. The answer here in a couple of seconds. So, the audience is saying overwhelmingly 71%, higher 

interest rates and a steeper yield curve. You can do that right, Dennis? 
 ......................................................................................................................................................................................................................................................  

Dennis R. Glass 
President, Chief Executive Officer & Director, Lincoln National Corp. A 
Well, let me respond to that. What's number three is – yeah. So the higher – I agree with number three. 
 ......................................................................................................................................................................................................................................................  

Jay Gelb 
Analyst, Barclays Capital, Inc. Q 
Around 24% saying higher sales of variable and fixed annuities. 
 ......................................................................................................................................................................................................................................................  

Dennis R. Glass 
President, Chief Executive Officer & Director, Lincoln National Corp. A 
Yeah. And not much higher. And if we do $12 billion, 10 or 15% growth off of that we'll be fine –  if we do $12 

billion this year. 

 

The steeper yield curve, I don't get that as much. I mean, yes, the steeper the yield curve, if you're investing out 

further on the yield curve, you're better off. But we price our products for interest rate that's available in the 

marketplace. And so whether the yield curve is steep or not, it doesn't make that much difference. We don't do 

funding agreements and other short liabilities versus long duration assets. So it's not as big of a deal for us. 

 

Higher interest rates helps us most because we can improve product pricing. So the higher interest rates go, we 

get some benefit – ongoing benefit from higher spread income. Most of the benefit will come from improving the 

value to the consumer because higher interest rate volume can do that, right? 
 ......................................................................................................................................................................................................................................................  

Jay Gelb 
Analyst, Barclays Capital, Inc. Q 
Great point. Next question, please? Are you confident that Lincoln's return on equity, around 13%, in the first half 

of this year will be 13% or higher in 2019? The answer is ranging from – we start the clock – with the answers 

ranging from very high, medium, low, very low? 

 

The confidence among investors, a nice bell curve, around 50% saying medium, one-third saying high. 
 ......................................................................................................................................................................................................................................................  

Dennis R. Glass 
President, Chief Executive Officer & Director, Lincoln National Corp. A 
We don't give long-term forecasts of earnings which would imply... 
 ......................................................................................................................................................................................................................................................  

Jay Gelb 
Analyst, Barclays Capital, Inc. Q 
Refer to your Barclays model on that. 
 ......................................................................................................................................................................................................................................................  

Dennis R. Glass 
President, Chief Executive Officer & Director, Lincoln National Corp. A 
Right. 
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Jay Gelb 
Analyst, Barclays Capital, Inc. Q 
Okay. Next one, please. What should Lincoln pursue more of? We can start the clock. Organic growth, bolt-on 

deals, large scale acquisitions, share buybacks, or dividend increases? 

 

View from the audience here is – greatest responses being organic growth at 31% and share buybacks at 35%. 

Those would be consistent with your views, right? 
 ......................................................................................................................................................................................................................................................  

Dennis R. Glass 
President, Chief Executive Officer & Director, Lincoln National Corp. A 
Yeah. On number five, we've been increasing our dividend in the last couple of years in the middle teens or 

higher. At some point, that growth rate will slow to our more customer earnings per share growth rate, which has 

been 12%, so not that much different. 

 

Share buybacks, we continue to think, is a important part of our overall program particularly today when the 

industry is so surprisingly and weirdly undervalued. And then organic growth is always the way to build the 

business. 
 ......................................................................................................................................................................................................................................................  

Jay Gelb 
Analyst, Barclays Capital, Inc. Q 
Absolutely. I believe we have one more for ARS. My level of concern regarding the life insurance industry. So this 

isn't really a Lincoln question, this is more about the life insurance industry's exposure to legacy long-term care 

insurance is between low, moderate, and high. 

 

Okay. Around two-thirds pointing to either high or very high, I added up those two. No one said very low. Not 

really surprised there. 
 ......................................................................................................................................................................................................................................................  

Dennis R. Glass 
President, Chief Executive Officer & Director, Lincoln National Corp. A 
But really, just to reiterate, there's no explanation for that answer. We've demonstrated the mechanics of the 

problem of the product relative to long-term care, and talked about the assumptions which are more conservative 

than the legacy blocks of business. So, I'm sorry, gang, but that's a misplaced concern. 
 ......................................................................................................................................................................................................................................................  

Jay Gelb 
Analyst, Barclays Capital, Inc. Q 
Yeah. I think this might be more around for the overall life industry, not necessarily [indiscernible] (00:39:55). 
 ......................................................................................................................................................................................................................................................  

Dennis R. Glass 
President, Chief Executive Officer & Director, Lincoln National Corp. A 
Oh, for the overall life industry? 
 ......................................................................................................................................................................................................................................................  

Jay Gelb 
Analyst, Barclays Capital, Inc. Q 
Yeah. 
 ......................................................................................................................................................................................................................................................  
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Dennis R. Glass 
President, Chief Executive Officer & Director, Lincoln National Corp. A 
I don't know about that. 
 ......................................................................................................................................................................................................................................................  

Jay Gelb 
Analyst, Barclays Capital, Inc. Q 
Yeah. 
 ......................................................................................................................................................................................................................................................  

Dennis R. Glass 
President, Chief Executive Officer & Director, Lincoln National Corp. A 
So, I thought... 
 ......................................................................................................................................................................................................................................................  

Jay Gelb 
Analyst, Barclays Capital, Inc. Q 
[indiscernible] (00:39:57) you've been very clear it's not an issue for Lincoln. 
 ......................................................................................................................................................................................................................................................  

Jay Gelb 
Analyst, Barclays Capital, Inc. 

Okay. Well, with that, please join me in thanking Dennis Glass [indiscernible] (00:40:04). 

 

 

 

 

 

 

 

 

 

 

 

Disclaimer 

The information herein is based on sources we believe to be reliable but is not guaranteed by us and does not purport to be a complete or error-free statement or summary of the available data. 

As such, we do not warrant, endorse or guarantee the completeness, accuracy, integrity, or timeliness of the information. You must evaluate, and bear all risks associated with, the use of any 

information provided hereunder, including any reliance on the accuracy, completeness, safety or usefulness of such information. This information is not intended to be used as the primary basis 

of investment decisions. It should not be construed as advice designed to meet the particular investment needs of any investor. This report is published solely for information purposes, and is 

not to be construed as financial or other advice or as an offer to sell or the solicitation of an offer to buy any security in any state where such an offer or solicitation would be illegal. Any 

information expressed herein on this date is subject to change without notice. Any opinions or assertions contained in this information do not represent the opinions or beliefs of FactSet 

CallStreet, LLC. FactSet CallStreet, LLC, or one or more of its employees, including the writer of this report, may have a position in any of the securities discussed herein. 

 

THE INFORMATION PROVIDED TO YOU HEREUNDER IS PROVIDED "AS IS," AND TO THE MAXIMUM EXTENT PERMITTED BY APPLICABLE LAW, FactSet CallStreet, LLC AND ITS 

LICENSORS, BUSINESS ASSOCIATES AND SUPPLIERS DISCLAIM ALL WARRANTIES WITH RESPECT TO THE SAME, EXPRESS, IMPLIED AND STATUTORY, INCLUDING WITHOUT 

LIMITATION ANY IMPLIED WARRANTIES OF MERCHANTABILITY, FITNESS FOR A PARTICULAR PURPOSE, ACCURACY, COMPLETENESS, AND NON-INFRINGEMENT. TO THE 

MAXIMUM EXTENT PERMITTED BY APPLICABLE LAW, NEITHER FACTSET CALLSTREET, LLC NOR ITS OFFICERS, MEMBERS, DIRECTORS, PARTNERS, AFFILIATES, BUSINESS 

ASSOCIATES, LICENSORS OR SUPPLIERS WILL BE LIABLE FOR ANY INDIRECT, INCIDENTAL, SPECIAL, CONSEQUENTIAL OR PUNITIVE DAMAGES, INCLUDING WITHOUT 

LIMITATION DAMAGES FOR LOST PROFITS OR REVENUES, GOODWILL, WORK STOPPAGE, SECURITY BREACHES, VIRUSES, COMPUTER FAILURE OR MALFUNCTION, USE, 

DATA OR OTHER INTANGIBLE LOSSES OR COMMERCIAL DAMAGES, EVEN IF ANY OF SUCH PARTIES IS ADVISED OF THE POSSIBILITY OF SUCH LOSSES, ARISING UNDER OR 

IN CONNECTION WITH THE INFORMATION PROVIDED HEREIN OR ANY OTHER SUBJECT MATTER HEREOF. 

 

The contents and appearance of this report are Copyrighted FactSet CallStreet, LLC 2018 CallStreet and FactSet CallStreet, LLC are trademarks and service marks of FactSet CallStreet, LLC. 

All other trademarks mentioned are trademarks of their respective companies. All rights reserved. 


