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SUN LIFE FINANCIAL     

Recent Price C$50.35
Symbol  SLF-TSX
Shares O/S        568 million
52 Wk. Range $41.79-$54.14
Year End  December 31 

 EPS Multiple
2006a  $3.58  14.0x
2007e  $4.05 12.4x
2008e  $4.42  11.4x
Book Value  $27.80  1.8x

Rate Yield
Dividend $1.36 2.7%

Data Source: BigCharts.com

Sun Life Financial Services of Canada Inc. is an international fi nancial services company. 
The company provides savings, retirement, pension and life and health insurance products 
and services to individual and corporate customers.  

CONCLUSION:  BUY - 12 MONTH TARGET INCREASED TO $58.00
Operating EPS reported at $1.03, up 17% Y/Y and up sharply from $0.96 last quarter.  However excluding a $42 
million after-tax reinsurance gain, EPS would have been $0.96 which would have been more in line with expectations.  
The quarter was driven by a number of other factors which included (i) lower strain on U.S. individual life sales, (ii) 
positive equity markets and (iii) higher interest rates.  ROE increased to 14.6%.  Dividend per share was increased 
to $1.36 annually ($0.34 quarterly) from $1.28 ($0.32 quarterly), an increase of 6% over the previous quarter and a 
Y/Y increase of 13%.

We have increased our 2007 and 2008 EPS estimate to $4.05 and $4.42 from $4.00 and $4.40 respectively.  The 2008 
estimate factors in the expected $0.05 accretion in 2008 from the Genworth U.S. Group Benefi ts business (see below). 
The dividend payout ratio approximates 35% of our 2007 EPS estimate.  We have increased our forecast dividend 
growth to the 13% to 16% range from 13% annually over the next 2 years.  Investors should expect a good dividend 
increase next 12 months to the $1.50 to $1.60 level which would put the payout ratio slightly above the mid-point of 
the new dividend payout target range of 30% - 40%.

Our 12 month share price target valuation has been increased to $58.00 from $56.50.  We have maintained our Buy 
recommendation.  The total expected return over the next 12 months is 17.8%.  

Valuation  
We value SLF on a component basis and have split our valuation between the life insurance business and the asset 
management business.  We have placed a 12-month target valuation on the life insurance business of $41.75 and a 
valuation on the wealth management group of $16.25 for a total valuation of $58.00.   
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In summary, our valuation for SLF is based on the two principal components: 
(1) Sun Life Assurance, the core insurance business, which we believe will support a 
P/E of 12.7x 2008 net earnings or $41.75 and, 
(2) Sun Life Financial, the asset management business valued at $16.25 per SLF 

share, which includes:
• MFS, the U.S. asset manager (approx. 98% owned), which we believe should 

support a P/E of 20x expected 2007 earnings contribution to SLF of 50 cents per 
share or $10.00 per SLF share.

• McLean Budden, institutional investment management company (56% owned).  
We estimate that McLean Budden should support a multiple of 22x estimated 
earnings of $42 million which would represent an equity value of approximately 
$0.90 per SLF share.

• C.I. Financial mutual fund management company (36.5% owned).  We value C.I. 
Financial based on our 12 month target price of $29.50 which translates into $5.35 
per SLF share. 

U.S. Reports Stronger Earnings Due To Reduced Strain On Sales
The U.S. operations reported a strong Q2/07 reporting net income of $156 million 
up 73% Y/Y.  The quarter was helped by lower new business strain in Individual 
Insurance whereby net income from this business increased to $41 million up from a 
loss of $4 million last year.  U.S was helped by strong variable annuity sales up over 
95% and net sales were positive after an extended period of net redemptions.  The 
U.S. story seems to be settling into a good news situation as SLF recently solved its 
strain problems (higher sales created increased losses from this new business termed 
“strain”).  In addition the recent trend to higher interest rates helped as did lower sales 
on individual insurance.  The funding solution now in place should have a positive 
impact on earnings in the second half and on 2008 as some of the strain incurred in the 
fi rst half is effectively recovered.  The Genworth Group Life acquisition should also 
help growth in 2008 (see below).

Sub-Prime Mortgage Lending Exposure Is Relatively Small
Management indicated that the exposure to the sub-prime mortgage lending is relatively 
small at $400 million and that 96% of the loans are AAA with 85% being fi xed rate 
and most of the loans issued prior to 2006.
 
MFS – Continued Strong Earnings & 2007 Estimate Increased 
MFS reported strong Q2/07 earnings of $68 million down from $72 million last quarter 
and up 28% Y/Y (32% increase Y/Y in $US) about in line with expectations.  AUM 
increased by 20% Y/Y to US$202 billion which was in line with expectations.   Pre-tax 
margins were sustained at 34%, the same as last quarter but up from 27% in Q2/06.  
The latter resulted from higher management fees due to the higher AUM and continued 
good cost containment.  The margin improvement also resulted from continued good 
growth in institutional assets (which are cheaper to acquire than retail funds on a 
marginal basis).  Total revenues were $433 million up 6% Y/Y.

Net redemptions on retail mutual funds in Q2/07 were US$0.9 billion up from US$0.6 
billion last quarter but down from the $1.4 billion quarterly net redemption run rate in 
2006.  Gross retail sales continued very strong at US$5.2 billion up 30% Y/Y, however 
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redemptions remained somewhat high at US$6.1 billion.  Net Managed Fund sales 
(largely Institutional) were US$0.8 billion which alleviated some of the net redemption 
drag in the retail sector.  Total net sales for MFS was a negative US$0.1 billion in the 
quarter.  Market movement accounted for US$9.5 billion of the AUM increase in the 
quarter.  We have increased our estimated 2007 MFS contribution to SLF to $0.50 per 
SLF share from $0.49 per SLF share for an increase of 21% due to the margin expansion 
and continued growth in the institutional AUM.

Other Quarterly Highlights
• Net income was reported at $590 million or $1.02 per share, however excluding 3 

special items, adjusted net income was $0.96 per share fl at from an adjusted $558 
million or $0.96 last quarter and up 9% Y/Y.  The items were (1) a reinsurance gain 
of $42 million after-tax, (ii) a $2 million after-tax write-off for the Clarica rebranding 
and (3) a $1 million after-tax charge with respect to the purchase of the Genworth 
business during the quarter. 

• Net income from the Canadian operations was $280 million up 6% from $264 million 
last year.  The quarter showed good sales in Individual Insurance up 14%.   Individual 
Wealth reported sales up 19% Y/Y helped by new products and good mutual fund 
sales (SLF represented 33% of CI Financials total net sales).  

• SLF Asia reported weaker earnings of $17 million down from $31 million last year.  
Sales in Asia increased to $88 million up 42% on a Y/Y basis. 

• SLF repurchased 3.0 million common shares in Q2/07 for $152 million bringing the 
total YTD to 5.4 million or $275 million.  Management reiterated its $500 million 
target for share repurchases this year.  Our 2007 EPS estimate is based on a share 
repurchase program of 11 million shares. 

• Currency impact from the stronger $CDN vs the $US was small Y/Y at about a 
negative $0.01 per share but that at current levels the negative impact will be greater 
in the second half.

SLF Completes U.S. Group Benefi ts Acquisition - EPS Accretive In 
2008 
SLF completed its acquisition of Genworth Financial’s U.S. Employee Benefi ts Group 
(EBG) on May 31, 2007 for US$650 million.  EBG’s operations offer primarily group 
life, disability, stop-loss and dental insurance.  The acquisition of EBG should prove 
strategically positive with low integration risks as it will add to SLF’s existing U.S. 
group business and position it as the #5 provider of Group Life & Disability insurance 
in the U.S. plus make it the #2 provider of medical stop-loss insurance.  This seems to 
be a relatively good purchase overall as it will add much needed scale and distribution 
for SLF in the U.S. market.  The purchase was paid for in cash.  Management reported 
that there was a positive contribution to Q2/07 earnings and continues to expect the 
acquisition to be accretive in 2008 by $0.05 per share and add 10bp to ROE.   
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