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CEO’s Message

2016: ANOTHER 
STRONG YEAR
2016 was another strong year for 
Sun Life. Since our Four Pillar strategy 
was introduced, Sun Life has grown 
significantly, while investing to 
strengthen our businesses. This 
positions us for an exciting future, 
one that allows us to now set a new 
objective for Sun Life: to become 
one of the best insurance and 
asset management companies in 
the world. We see this objective 
as ambitious but achievable, and 
achieving it means delivering on our 
core purpose by doing more for our 
Clients — far more.

Reported net income grew by 14% 
to $2.5 billion, reflecting business 
growth and investment and market 
gains. Underlying net income, which 
excludes market effects, assumption 
changes and management actions 
grew by 1% to $2.3 billion, reflecting 
business growth, offset in part by 
higher claims experience. Underlying 
return on equity (ROE) was 12.2% and 
we ended the year with Assets Under 
Management (AUM) of $903 billion.
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12.2% 

FULL YEAR 
UNDERLYING ROE1

NET INCOME1

We increased our dividend by 7% 
and completed five acquisitions and 
buy-ups in Asia and the U.S. during 
the year. Total Shareholder Return 
was 24% for the year, and 28% per 
annum compounded over the past 
five years. We remain committed 
to our medium-term financial 
objectives of annual underlying 
Earnings Per Share (EPS) growth of 
8-10%, underlying ROE of 12-14% and 
a dividend payout ratio of 40-50% 
of underlying net income.

1Refer to footnote 1 on page 1. 

2Represents Total Shareholder Return as described in our 2017 Management Information Circular. Data source 
from Bloomberg.

    SUN LIFE      TSX COMPOSITE      S&P 500      TSX FINANCIAL SECTOR

TOTAL SHAREHOLDER RETURN2

2016

2,335

2015

2,305

2014

1,816

20132012

1,581
1,271

1,
37

4

1,
69

6

1,
76

2

2,
18

5

2,
48

5

    REPORTED        UNDERLYING 
(C$ Millions)
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27% 
INSURANCE 

AND HEALTH

14% 
WEALTH

SALES INCREASE OVER 
THE PRIOR YEAR

43% 
DIVIDEND PAYOUT RATIO

$986 million
TOTAL COMMON SHARE 
DIVIDENDS PAID IN 2016

$1.62

20162015

$1.51

20142013

$1.44 $1.44

DIVIDENDS PER 
COMMON SHARE

During the year we paid out $15 billion 
to Clients. Behind that big number 
are the faces of millions of Sun Life 
Clients around the world who receive 
pensions, disability income, health 
and dental claims, and savings they’re 
using to buy a home or for their kids’ 
education. It also includes payments 
made to beneficiaries upon a Client’s 
death to their loved ones and other 
beneficiaries.

Our Four Pillar strategy continues to 
serve us well, with a balanced and 
diversified mix of businesses that 
each offer good growth prospects, 
with a preferred risk and ROE profile. 
In Canada, the Career Sales Force 
continued to shine, and we generated 
strong sales growth across all of our 
businesses, including Sun Life Global 
Investments, Client Solutions and 
Defined Benefit Solutions. In the 
U.S., the integration of the U.S. 
Employee Benefits business we 
acquired in 2016 progressed on time 
and on budget, while achieving our 
synergy and accretion targets for 
the year. There is excitement about 
the broader capabilities that we will 
bring to Clients in 2017.

MFS continued to deliver strong 
long-term investment performance 
at a time when active managers are 
increasingly required to demonstrate 
value for Clients, and was named 
Equity Manager of the Year in the 
U.K. by the Financial News of London.
AUM grew to US$426 billion at year-
end notwithstanding net outflows 
of US$12.6 billion, in part reflecting 
pressure from passive management. 
Sun Life Investment Management 
is our group of institutional asset 
managers (Bentall Kennedy, Sun Life 
Institutional Investments (Canada), 
Prime Advisors and Ryan Labs),  
and has generated net sales of  
$4.5 billion and finished the year at 
$53 billion of AUM. At an investor 
day event in October 2016, Sun Life 
Investment Management announced 
an objective of reaching $100 billion 
in AUM by the end of 2020.

In Asia we expanded our advisor sales 
forces, improved bancassurance 
productivity, acquired larger shares 
of three joint ventures and announced 
the acquisition of two Mandatory 
Provident Fund businesses in Hong Kong. 

Since 2012, Asia has nearly tripled in 
size, from approximately $100 million 
of underlying net income to nearly 
$300 million, and the Value of New 
Business sold has grown even faster. 
In the U.K., the team served Clients 
well and the business was a strong 
contributor to earnings for the year.

As we look ahead, we are well 
positioned to play both a strong 
defence, and a strong offense. Building 
from this foundation, we’ve embarked 
on a journey to raise the bar on how 
we deliver for our Clients, with the 
following five areas of focus.

1Refer to footnote 1 on page 1.

Based on underlying net income1
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In the U.S., we improved the setup 
of new group benefit plans, creating 
a more seamless transition for Clients 
moving to Sun Life, and increased 
our proactive contact with existing 
Clients through hundreds of additional 
face to face meetings. And in our 
short-term disability business, we 
are piloting the use of predictive 
modelling for processing Client claims, 
with a goal to speed up the payment 
of almost half of these claims.

In the Philippines, we launched Sun Fit 
and Well to address Client concerns 
about their health and not being 
financially prepared to face grave 
illnesses. The first of its kind in the 
market, it encourages wellness 
and prevention and provides 
comprehensive coverage for 114 critical 
illnesses from diagnosis through to 
treatment and rehabilitation.

MFS and Sun Life Investment 
Management each have strong 
reputations for Client-centered 
cultures and relationships. In the 
past, MFS has closed some of its most 
successful investment strategies to 
new Clients in order to protect returns 
for existing Clients, even though 
it means foregoing revenue in the 
short run. Our Sun Life Investment 
Management businesses are close 
to their Clients, sharing expertise in 
offering custom and alternative yield 
investment strategies for defined 
benefit pension plans, insurers and 
other institutional investors.

From one of our U.S. employees 
who personally delivered a life 
insurance check to a surviving spouse 
at his home one evening: “He was 
incredibly grateful to receive the 
payment so quickly and when he 
realized the size of the payment 
he was stunned; while he knew [his 
wife] had life insurance he had no 
idea it was for that amount. He said 
he would much rather have his wife 
back, but this payment eased a huge 
burden for him.”

Looking ahead, we want to improve 
the Client experience in three key 
ways. We want to make it easier for 
Clients to do business with us. We 
need to connect with, and talk to, 
our Clients more than we do today. 
We need to be better at servicing 
Client needs and resolving their 
problems when issues arise. There 
is a lot to do in each of these areas, 
and we are making progress.

In Canada, we simplified the rules 
for individual life and critical illness 
insurance applications. For example, we 
no longer require any ECGs, reduced 
requirements for fluid samples in the 
majority of cases and loosened up 
on occasional cigar smoking. We also 
now offer life insurance coverage of 
more than $3 million to Canadians 
living with HIV.

FROM CUSTOMER 
TO CLIENT. 

FROM PRODUCT 
TO EXPERIENCE

Why do we exist as a company? It’s 
to help our Clients achieve lifetime 
financial security and well-being. 
One of the most rewarding parts of 
my job is to hear directly how we’ve 
helped our Clients, and here are 
some quotes:

After a difficult five years, a customized 
physio and occupational health 
program helped a Canadian Client 
covered by our disability group 
insurance go back to work full time. 
She expressed her happiness and 
her thanks to our employee John: 
“This is in no small part due to all 
of John’s support, initiative, creative 
solutions and all his efforts to assist 
me in reaching my ultimate goal! 
John was instrumental in providing 
me with a path to true recovery.”
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HARVESTING OUR RICH 
DATA AND ANALYTICS

Data is an important asset that allows 
us to strengthen our Client relationships 
as well as enhance our efficiency, 
effectiveness and our profitability.

TOP TALENT AND 
WINNING CULTURE

Our objective is to build a 
disproportionate share of top talent 
across our businesses, wrapped in 
a winning culture that emphasizes 
collaboration, integrity and treating 
Clients and colleagues with dignity and 
respect. It’s a culture that combines an 
intense competitive spirit with humility.

Our employee engagement scores 
increased again in 2016, exceeding 
the average for financial institutions, 
and on par with top performing global 
companies. We continue to invest 
in the growth and development of 
Sun Life people around the world. 
Starting in 2017, our annual incentive 
plan was changed to forge an even 
tighter bond between Client experience 
and compensation.

FINANCIAL DISCIPLINE 
AND RISK

We have continued to demonstrate 
strong financial discipline through 
our capital deployment actions, 
product and business mix decisions, 
and expectations for a 12-14% 
underlying ROE over the medium 
term. Our objective is to deliver 
a top-quartile Total Shareholder 
Return over the medium term, as we 
have over the past five years. In the 
coming year, we’ll be transitioning 
to a new Canadian capital regime 
that takes effect January 1, 2018, the 
Life Insurance Capital Adequacy Test 
guideline (LICAT), and we expect that 
to drive further changes in product 
mix and pricing.
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Digital touchpoints are changing the 
way people buy and manage their 
life insurance and wealth solutions. 
In Canada, Clients can use their Sun Life 
Mobile app and smartphone camera 
to capture and submit health claims; 
to look up healthcare providers like 
physiotherapists and chiropractors, 
and see how other Sun Life Clients 
have rated them; and to check on 
their mutual funds and pension 
account balances.

In the U.S., Clients can use our app to 
locate and choose dentists in the Sun 
Life dental network. In the Philippines 
we launched the country’s first life 
insurance mobile app, and in Malaysia 
we introduced the first end-to-end 
online solution that brings the Client 
from the price quoting stage right 
through to payment.

DIGITALLY 
TRANSFORMING OUR 

BUSINESS MODELS AND 
CLIENT EXPERIENCE

Digital Benefits Assistant in Canada 
relies on Client data to present 
Bright Idea ‘nudges’ to Clients that 
are timely, personalized and helpful 
as they manage their benefits and 
retirement savings. In 2016, we rolled 
out 40 of these Bright Ideas to 
our Clients. 

Data is also at the heart of a new 
Canadian business area that we 
launched during the year – Digital 
Health Solutions (DHS) – that 
is working with innovators and 
technology start-ups to come up 
with new ways to help Canadians 
better manage their health. In the 
U.S. we’re using data with our Group 
Benefits and Stop-loss Clients to 
benchmark against other plans, 
helping them create benefit plans 
with better value for their employees.

As we improve the Client experience, 
we rely more and more on The 
Brighter Way, our Lean Six Sigma 
program that has now been rolled out 
around the world and has created 
a Sun Life way of continuous 
improvement.

We’re also rethinking how we work 
at Sun Life. In many of our locations 
we are transforming our office space 
through our BrightWork initiative 
to give employees much greater 
opportunity for collaboration and 
workstyle flexibility. This includes our 
new global headquarters at One York 
in downtown Toronto that will bring 
approximately 2,000 employees in 
our Corporate Office and Canadian 
businesses together in one location 
by mid-2017.
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COMMITMENTS TO 
COMMUNITY

In addition to the commitments 
we make to Clients, employees, 
advisors and shareholders, Sun 
Life’s commitments extend into the 
communities in which we operate. 
By actively supporting communities 
where we live and work, we are 
building healthier environments for 
all. Diabetes is one example of the 
many initiatives we support. Since 
announcing support of the cause in 
late 2012, Sun Life has committed 
more than $17 million for diabetes 
awareness, prevention, care and 
research initiatives around the world. 

Our giving also extends to the arts. 
In 2016 we launched the Sun Life 
Financial Musical Instrument Lending 
Library program in Toronto, Vancouver 
and Montreal. We believe that arts 
and culture should be celebrated 
within our communities and accessible 
to everyone. In celebration of 
Canada’s 150th birthday this year, we 
are expanding this highly popular 
and effective program to more cities 
across the country.

2017 marks another special milestone, 
as we celebrate the 125th anniversary 
of Sun Life in Hong Kong. It’s our 
oldest operation in Asia, and home 
to our Asia Regional Office.

Dean A. Connor 

PRESIDENT & CHIEF EXECUTIVE OFFICER

WHAT’S AHEAD

As we set course to become one of the best insurance and asset management 
companies in the world, I’m excited about what it will mean for our Clients, 
and ultimately to our business results. We firmly believe that by being easier 
to do business with, more proactive and better at solving Client problems, Clients 
will do more business with us, stay longer and refer more family and friends. 

To our shareholders and Clients, thank you for your support and confidence 
in our Company’s affairs. To our Chairman, Jim Sutcliffe, who after eight years 
on our Board is retiring following our Annual Meeting in May, thank you for 
your tremendous business insight and support that you have provided during 
this productive period for Sun Life. To our Directors, thank you for your 
stewardship, guidance and hard work on behalf of the Company. And to our 
employees and advisors, thank you for your relentless enthusiasm, dedication 
and talent you bring to work every day. There is much still to do, and I know 
that together we are setting the bar high to build on the strength and 
performance of this remarkable Company.

“What’s in a word? You may have noticed that we have 
replaced ‘customer’ with ‘Client’ throughout our business. 

To us, a customer is someone who transacts to buy a 
product, and we may only serve them once. A ‘Client’ 

is someone with whom we have a long-term relationship, 
based on professionalism and trust, where we are 

looking out for our Clients.”
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