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The Language of Money

“If you speak the language of money, you will 

be more successful. Finance is the way 

businesses keep score.”

Richard Ruback, Willard Prescott Smith Professor of  Corporate Finance, 

Harvard Business School



How Companies Make Money

Salaries and Wages

Marketing 

and Advertising

Accounting 

and Legal Fees

Travel Expense

Maintenance 

and Repair

Office Supplies

$



3 Basic Rules of Finance



Rule #1: Know your costs!

Direct Cost of 

Cupcake: $4.00 

Per Cupcake

R&D

Marketing and 

Sales expenses

General and 

Administrative

Ingredients:  $1.50 per 

cupcake

Wages for baker, decorator 

etc. :  $2.00 per cupcake

All other direct costs to make 

a cupcake :  

$ .50 per cupcake



Rule #2: Price appropriately

?



Rule #3: Harvest the $$$$

$



How Is a Life Insurance Company Different?

$
Salaries and Wages

Marketing 

and Advertising

Accounting 

and Legal Fees

Travel Expense

Maintenance 

and Repair

Office Supplies



How Is the Insurance Industry Different?

• Long-term nature of business- pricing, costs, reserves

• Importance of the investment portfolio- risk versus return

• Statutory requirements versus GAAP

• Target customers changing needs



How Do Life Insurance Companies Make Money?

Operations- 

Underwriting Profit Investment Income



Pricing Factors

Cost of Benefits Investment Income
Operating 
Expenses

Competitiveness
Profitability/ 

Return on Capital



Importance of the Investment Portfolio

Bonds
63%

Stocks
2%

Mortgages & 
Real Estate

13%

Policy Loans
3%

Other
19%

Asset Allocation
ACLI Factbook 2025



Challenges in Today’s Environment

• Asset Liability Management 

(ALM)

• Interest rate changes

• Market volatility

• Changing accounting rules



STAT versus GAAP

GAAP (Generally Accepted Accounting Principles)

•Focus on info for investors

•Shift over time from income statement 

focus to balance sheet focus (fair values)

STAT (Statutory Accounting Principles)

•Focus on solvency and claim paying 

ability of insurer

•Protection of policyholders



Target Customers Changing Needs

• Aging demographics

• Global implications

• Financial knowledge of customers… 

or lack?

• Digital implications

• Distribution channels



The Balancing Act

Product Suite

Sales Volume

Distribution

Pricing

Business Mix

Investment Portfolio

Risk Management

Competitive Pressures

Macro Economic Factors

Regulatory Environment

Earnings/Profitability

Capital

Ratings



What’s the Score?





Income Statement: Give an Overall View of Profitability

Key questions to answer include:

• Where is the company making 

the most money?

• How much money is the 

company making from new 

business? Existing business? 

and why?

• Are key product features 

adequately priced?

• Which customer segments are 

most profitable? Are customer 

retention levels favorable?

• Which distribution channels are 

the most profitable and effective?

• Are expense levels reasonable?

• Are investment management 

operations safely optimizing 

returns?



Balance Sheet Basics – Insurance Style!

• Assets start with Investment 
portfolio instead of cash

• Liabilities to policyholders and 
customers is biggest component

• Investment portfolio versus 
liabilities

• Owners’ Equity/Surplus



Balance Sheet: A Picture of the Financial Strength



Balance Sheet: A Picture of the Financial Strength 



What’s My Role for the Future?



Main Risks Facing the Industry over the Next Few Years

Source: Title, Year.

LIMRA Barometer Study 

2024



Financial Literacy at Any Level



What’s the Future?



Insurance Industry compared with other Industries

Cost efficiency evolution per industry, 1 0/0, normalized at 100% in 2009

McKinsey

     & 

Company



Efficiencies in the Industry



Questions



We Value Your Feedback — Share It in the Conference App

Module Option Agenda Option 

General Session – Supplemental Health 
Industry Overview

Date and Time

2026 Life Insurance and 
Annuity Conference



Thank You
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