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The following defined terms are used in this document.
Abbreviation

Description

Abbreviation

Description

AFS

Available-for-sale

MD&A

Management’s Discussion and Analysis

AIF

Annual Information Form

MFS

MFS Investment Management

ASO

Administrative Services Only

MPF

Mandatory Provident Fund

AUM

Assets Under Management

OCI

Other Comprehensive Income

CEO

Chief Executive Officer

OSFI

Office of the Superintendent of Financial
Institutions

CFO

Chief Financial Officer

ROE

Return on Equity

CGU

Cash Generating Unit

SEC

United States Securities and Exchange
Commission

CSF

Career Sales Force in SLF Canada

SLEECS

Sun Life ExchangEable Capital Securities

DCAT

Dynamic Capital Adequacy Testing

SLF Asia

Sun Life Financial Asia

EPS

Earnings Per Share

SLF Asset
Management

Sun Life Financial Asset Management

FVTPL

Fair Value Through Profit or Loss

SLF Canada

Sun Life Financial Canada

GB

Group Benefits

SLF Inc.

Sun Life Financial Inc.

GRS

Group Retirement Services

SLF U.K.

SLF’s United Kingdom business unit

IASB

International Accounting Standards Board

SLF U.S.

Sun Life Financial United States

IFRS

International Financial Reporting Standards

SLGI

Sun Life Global Investments (Canada) Inc.

LICAT

Life Insurance Capital Adequacy Test

SLIM

Sun Life Investment Management

MCCSR

Minimum Continuing Capital and Surplus
Requirements

Sun Life
Assurance

Sun Life Assurance Company of Canada

How We Report Our Results
SLF Inc. is a publicly traded company domiciled in Canada and is the holding company of Sun Life Assurance. In this MD&A, SLF Inc.
and its subsidiaries are collectively referred to as “the Company”, “Sun Life Financial”, “we”, “our”, and “us”, and also includes, where
applicable, our joint ventures and associates. Unless otherwise indicated, all information in this MD&A is presented as at and for the
year ended December 31, 2016 and the information contained in this document is in Canadian dollars. Where information at and for the
year ended December 31, 2016 is not available, information available for the latest period before December 31, 2016 is used. Except
where otherwise noted, financial information is presented in accordance with IFRS and the accounting requirements of OSFI.
We manage our operations and report our financial results in five business segments: SLF Canada, SLF U.S., SLF Asset
Management, SLF Asia and Corporate. Information concerning these segments is included in SLF Inc.’s annual and interim
consolidated financial statements and accompanying notes (“Annual Consolidated Financial Statements” and “Interim Consolidated
Financial Statements”, respectively). Reported net income (loss) refers to Common shareholders’ net income (loss) determined in
accordance with IFRS.
Additional information relating to the Company can be found in SLF Inc.’s Annual Consolidated Financial Statements, Interim
Consolidated Financial Statements and AIF for the year ended December 31, 2016. These documents are filed with securities
regulators in Canada and are available at www.sedar.com. SLF Inc.’s Annual Consolidated Financial Statements, annual MD&A and
AIF are filed with the SEC in SLF Inc.’s annual report on Form 40-F and SLF Inc.’s interim MD&As and Interim Consolidated Financial
Statements are furnished to the SEC on Form 6-Ks and are available at www.sec.gov.
Information about non-IFRS financial measures and reconciliations to the closest IFRS measure can be found in the Non-IFRS
Financial Measures section of this document.

Forward-looking Statements
From time to time, the Company makes written or oral forward-looking statements within the meaning of certain securities laws,
including the “safe harbour” provisions of the United States Private Securities Litigation Reform Act of 1995 and applicable Canadian
securities legislation. Forward-looking statements contained in this MD&A include (i) statements relating to our growth strategies,
financial objectives, future results of operations, and strategic goals; (ii) statements concerning the expected impact of the U.S.
employee benefits business acquisition completed in 2016 on earnings per share, excluding transaction and integration costs and our
expected pre-tax run rate synergies which are described in this MD&A under the heading Corporate Developments and Actions;
(iii) statements concerning our medium-term financial objectives which are described in this MD&A under the heading Financial
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Objectives, (collectively, our “medium-term financial objectives”); (iv) statements relating to productivity and expense initiatives, growth
initiatives, 2017 Outlook and Priorities, and other business objectives; (v) statements that are predictive in nature or that depend upon
or refer to future events or conditions; (vi) statements set out in this document under the heading Risk Management – Market Risk –
Interest Rate and Equity Market Sensitivities; (vii) statements relating to cash flows, anticipated payment obligations, funding
requirements and our ability to meet these obligations; (viii) statements relating to tax provisions; (ix) statements relating to risks and
uncertainties; and (x) statements that include words such as “aim”, “anticipate”, “assumption”, “believe”, “could”, “estimate”, “expect”,
“goal”, “initiatives”, “intend”, “may”, “objective”, “outlook”, “plan”, “project”, “seek”, “should”, “strategy”, “strive”, “target”, “will” and similar
expressions are forward-looking statements. Forward-looking statements include the information concerning our possible or assumed
future results of operations. These statements represent our current expectations, estimates and projections regarding future events
and are not historical facts. Forward-looking statements are not a guarantee of future performance and involve risks and uncertainties
that are difficult to predict. Future results and shareholder value may differ materially from those expressed in these forward-looking
statements due to, among other factors, the matters set out in this MD&A under the headings Corporate Developments and Actions,
Financial Objectives, Assumption Changes and Management Actions, Risk Management, Capital and Liquidity Management, and
Critical Accounting Policies and Estimates and in SLF Inc.’s 2016 AIF under the heading Risk Factors, and the factors detailed in SLF
Inc.’s other filings with Canadian and U.S. securities regulators, which are available for review at www.sedar.com and www.sec.gov.

Risk Factors
Important risk factors that could cause our assumptions and estimates, and expectations and projections to be inaccurate and our
actual results or events to differ materially from those expressed in or implied by the forward-looking statements contained in this
document, including our medium-term financial objectives, are set out below. The realization of our forward-looking statements,
including our ability to meet our medium-term financial objectives, essentially depends on our business performance which, in turn, is
subject to many risks. Factors that could cause actual results to differ materially from expectations include, but are not limited to: credit
risks – related to issuers of securities held in our investment portfolio, debtors, structured securities, reinsurers, counterparties, other
financial institutions and other entities; market risks – related to the performance of equity markets; changes or volatility in interest
rates or credit spreads or swap spreads; real estate investments; and fluctuations in foreign currency exchange rates; insurance
risks – related to mortality, morbidity, longevity and policyholder behaviour; product design and pricing; the impact of higher-thanexpected future expenses; and the availability, cost and effectiveness of reinsurance; business and strategic risks – related to global
economic and political conditions; changes in distribution channels or Client behaviour including risks relating to market conduct by
intermediaries and agents; the impact of competition; the design and implementation of business strategies; changes in the legal or
regulatory environment, including capital requirements and tax laws; tax matters, including estimates and judgments used in calculating
taxes; the performance of our investments and investment portfolios managed for Clients such as segregated and mutual funds; our
international operations, including our joint ventures; market conditions that affect our capital position or ability to raise capital;
downgrades in financial strength or credit ratings; and the impact of mergers, acquisitions and divestitures; operational risks – related
to breaches or failure of information system security and privacy, including cyber-attacks; our ability to attract and retain employees;
the execution and integration of mergers, acquisitions and divestitures; legal, regulatory compliance and market conduct, including the
impact of regulatory inquiries and investigations; our information technology infrastructure; a failure of information systems and
Internet-enabled technology; dependence on third-party relationships, including outsourcing arrangements; business continuity; model
errors; information management; the environment, environmental laws and regulations and third-party policies; and liquidity risks –
the possibility that we will not be able to fund all cash outflow commitments as they fall due.

Medium-Term Financial Objectives
The Company’s medium-term financial objectives are forward-looking non-IFRS financial measures. Our ability to achieve those
objectives is dependent on our success in achieving growth initiatives and business objectives and on certain key assumptions that
include: (i) no significant changes in the level of interest rates; (ii) average total equity market return of approximately 8% per annum;
(iii) credit experience in line with best estimate actuarial assumptions; (iv) no significant changes in the level of our regulatory capital
requirements; (v) no significant changes to our effective tax rate; (vi) no significant change in the number of shares outstanding;
(vii) other key assumptions include: no material changes to our hedging program, hedging costs that are consistent with our best
estimate assumptions, no material assumption changes including updates to the economic scenario generator and no material
accounting standard changes, and (viii) our best estimate actuarial assumptions used in determining our insurance and investment
contract liabilities. Our underlying ROE is dependent upon capital levels and options for deployment of excess capital. Our mediumterm financial objectives do not reflect the indirect effects of interest rate and equity market movements including the potential impacts
on goodwill or the current valuation allowance on deferred tax assets as well as other items that may be non-operational in nature.
Our target dividend payout ratio of 40%-50% of our underlying net income assumes that economic conditions and our results will
enable us to maintain our payout ratio in the target range, while maintaining a strong capital position. The declaration, amount and
payment of dividends is subject to the approval of SLF Inc.’s Board of Directors and our compliance with the capital requirements in the
Insurance Companies Act (Canada). Additional information on dividends is provided in the section in this MD&A under the heading
Capital and Liquidity Management – Shareholder Dividends.
Although considered reasonable by the Company, we may not be able to achieve our medium-term financial objectives as the
assumptions on which these objectives were based may prove to be inaccurate. Accordingly, our actual results could differ materially
from our medium-term financial objectives as described in this MD&A under the heading Financial Objectives. Our medium-term
financial objectives do not constitute guidance.
The Company does not undertake any obligation to update or revise its forward-looking statements to reflect events or circumstances
after the date of this document or to reflect the occurrence of unanticipated events, except as required by law.
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