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A Letter to Shareholders from CEO Gary C. Bhojwani

To our shareholders:

As | reflect on my first year as chief executive officer of CNO Financial Group, | am proud of what we accomplished in 2018. | also
know with equal certainty that we have more work to do to build a stronger, more competitive company. The amount of work yet to
be done is second only to our promise and potential.

Before | provide my perspective on our 2018 performance and share with you why | believe CNO remains a good investment, |
wish to thank several important groups of people.

I begin by recognizing Neal Schneider for his service as chairman of the CNO board of directors. Neal retired as board chairman in
May 2018, a position he held since 2011. He continues to serve as a director and as a member of both the Audit and Enterprise
Risk Committee and the Governance and Nominating Committee. Neal joined the CNO board of directors in 2003. During his
tenure as a director and later as board chairman, he helped successfully guide the company through our financial restructuring as
well as the global financial crisis. Neal has been (and continues to be) an advocate for our customers and providing products that
meet their financial security needs. For his dedicated stewardship on behalf of CNO over the past 15 years, | extend my sincere
thanks.

Next, | wish to acknowledge Dan Maurer, our newly elected board chairman. Dan joined the CNO Financial board in May 2015
after having served in senior leadership roles at Intuit, Procter & Gamble and Campbell Soup Company. On behalf of the entire
CNO executive leadership group, we thank Dan and the entire CNO board for their ongoing commitment to CNO.

Finally, to our 3,300 full-time associates and our more than 4,800 agents, | extend my appreciation for their unwavering dedication
to serving the health and retirement needs of our policyholders nationwide. | also wish to thank our customers and shareholders for
the trust they place in CNO Financial Group and our insurance companies: Bankers Life, Washington National and Colonial Penn.

2018 Performance
| have been asked frequently: “How should we view CNO’s performance in 20187?”

First, we can’t overlook the loss CNO posted in 2018. However, the bottom line does not tell the full story. Our 2018 results were
negatively impacted by a transformative long-term care (LTC) reinsurance transaction that fundamentally changed the risk and
earnings profile of our business. While the loss generated from this transaction is material, we firmly believe this transaction is
critical to CNO’s long- term success and serves the best interests of our shareholders (more on this later). Fourth quarter equity
market volatility also unfavorably impacted our performance, although we view this as temporary.

| am especially proud that CNO successfully reduced our LTC exposure and significantly de-risked the balance sheet as compared
to one year ago. In 2018, we ceded $2.7 billion of statutory reserves to Wilton Re. The transaction included 100% of our legacy
(prior to 2003) comprehensive and nursing home policies, which had the most potential tail risk and volatility.

CNO was the only company that completed a significant LTC reinsurance transaction in 2018. This should provide considerable
comfort that the portion of our LTC block that remains has a very different profile from the other long-term care blocks in the
marketplace that continue to generate negative headlines.

In completing this transaction, we achieved our stated objective to reduce our exposure to the most unpredictable portion of our
LTC business. We materially reduced the possibility of a future reserve strengthening charge. Bankers Life paid a ceding
commission of $825 million, which drove a loss of $661 million, or $4.00 per share. Although expensive, we are confident this was
a prudent long-term move.

Absent this block of business, we expect a meaningful increase in our free cash flow generation and return on equity (ROE).
Moody’s was the first to recognize this fundamental change, upgrading CNO to investment grade this past October. We remain on
positive outlook with both S&P and Fitch.

The second—and arguably more important— part of our 2018 story is growth. When | look at the recurring measures of our business, |
believe we executed well against our strategy and delivered strong operational and financial performance. Highlights include:
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Generated growth in all five of our key scorecard metrics in both the third and fourth quarters, compared to the same periods in
the prior year.

Grew first year collected premiums by 8%; total collected premiums by 3%.
Returned $166 million to shareholders.

Paid more than $2.1 billion in claims.
| was particularly encouraged that many of the growth initiatives implemented over the past six to eight quarters began to drive
strong production across all our companies. Total sales in our three businesses reflected sales growth in both the third and fourth
quarters, compared to the same periods in the prior year. It has been many years since this has been the case at CNO.

After a slow start, Life and Health New Annualized Premium (NAP) growth accelerated in the second half of the year to grow by 5%
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compared to the same period in the prior year. Collected premiums at our operating segments increased 10% in the fourth quarter
and 4.5% for the full year. Annuity collected premiums increased 30% for the fourth quarter and 13% for 2018 overall.

Third, | cannot overstate the importance of another force influencing our execution: changing our culture to embrace growth. During
our company’s “fix and focus” chapter, CNO appropriately had a risk-averse culture, which sometimes meant sacrificing efficiency,
speed and innovation. With our focus having shifted squarely toward growth, we are becoming increasingly comfortable with taking
smart, calculated risks. Continuously evaluating how we approach our day-to-day business will allow us to get better, faster.

It is not easy to change a risk-averse culture, but we’re gaining momentum. Our product development cycle is moving at a faster
pace than ever before with 12 new products and product enhancements launched in 2018. We also invested in technology. A
large-scale initiative to improve agent productivity was introduced at Bankers Life at the end of 2018. Colonial Penn improved sales
and advertising results due in part to agent and web technology enhancements to improve the customer experience and increase
lead productivity.

Finally, we remain committed to deploying 100% of our excess free cash flow to its highest and best use over time. CNO maintains
strong free cash flow generation that provides significant optionality for us to reinvest in the business or to return capital to
shareholders in the form of dividends and share repurchases. Since 2011, we have spent $2.1 billion to repurchase our common
stock and have $284 million remaining on our current authorization to repurchase shares.

In 2018, we repurchased $100 million of common stock, including $40 million in the fourth quarter, taking advantage of market
volatility and a depressed stock price. We intend to remain flexible and opportunistic with these decisions, as well as responsive to
changing market conditions. We believe strongly that our free cash flow generation and capital deployment will prove to be a key
source of long-term value creation. However, we also believe that investing in growth and returning capital to shareholders are not
mutually exclusive.

Bankers Life 2018 Results

| am pleased to report that the impact of the various growth initiatives implemented at Bankers Life over the past six to eight
quarters began to take hold in earnest in 2018. Total collected premiums were up 5% for the full year, including 12% in the fourth
quarter alone.

Investments in reshaping the agency force contributed to the improving production results in 2018. While low unemployment
creates significant headwinds to our efforts to recruit agents to a commission-based career opportunity, in 2018, we grew agent
yield and agent productivity while recruiting fewer agents. New agent training, innovative recruiting tactics and retention initiatives
helped drive a 4% increase in our quarterly average producing agent counts, plus a significant improvement in first-year agent
retention. Changes to the incentive structure coupled with technology enhancements contributed positive results in agent
productivity.

Bankers Life is also proving that we can successfully reach slightly younger, wealthier customers within the middle market as our
“expand to the right” strategy gains traction. The average annuity face value increased 10% in 2018, and more than 40% in the past
three years. Annuity collected premiums were up 13% for the full year. One in eight (13%) Bankers Life agents is now dually
licensed as a financial advisor. Our Broker-Dealer and Registered Investment Advisor (BD/RIA) business now has client assets of
more than $1.1 billion. This is an important indicator for us as consumer relationships tend to be much stronger when we provide
not just protection products, but also income and retirement solutions.

However, not everything went well at Bankers Life in 2018. We experienced an elevated benefit ratio in our Medicare supplement
business during the second half of the year and raised our guidance for 2019 benefit ratios. Notably, we are able to adjust
Medicare supplement rates annually, so we expect to return margins to more normalized levels within a year or so. Importantly,
even at the slightly elevated levels, our Medicare supplement business remains healthy and profitable.

The Bankers Life business continues to generate significant earnings and cash flow. Now that we are returning to growth, | am
even more optimistic about its long-term prospects.

Washington National 2018 Results

Washington National performed well in 2018, with NAP from life and health products up 3% for the full year (including a record 11%
in the fourth quarter) and total collected premiums up 3% over prior year.
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| am especially pleased with the performance of our worksite business, which delivered record production in 2018. Worksite sales
were up 18% for the full year, and up 38% for the fourth quarter alone. Worksite now represents more than 40% of total
Washington National sales and we are committed to continue investing in these capabilities.

Washington National’s 2018 performance was driven by growth initiatives implemented over the past six to eight quarters. This
includes the 14-state geographic expansion initiative, which delivered an impressive level of incremental NAP in 2018. Since we
only recently entered these new states, market penetration remains low, providing opportunity for continued growth.

Washington National’s efforts to enhance the product portfolio also has momentum that is carrying into 2019. Hospital Assure, our
new hospitality indemnity product launched in late 2018, has been well received by both consumers and our distribution force.
Product portfolio diversification continued through short-term care and life insurance sales, the latter comprising 10% of the
segment’s overall sales mix.
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While worksite outperformed in 2018, the individual part of the business fell short of expectations. A depressed farm and rural
economy contributed in part to lower than projected sales. We have also not made enough progress in PMA agent recruiting. That
said, quarterly average producing agents were up 6% in the fourth quarter. | am confident we will generate improvement in both
areas.

Colonial Penn 2018 Results

After a slow start to the first half of the year due to telesales agent staffing challenges, Colonial Penn delivered an impressive
turnaround. | am pleased to report we ended the year with sales up 5%, total collected premiums up 2% over the prior year, and
normalized telesales agent levels.

Efforts to expand and diversify Colonial Penn’s lead generation sources beyond the company’s traditional model of direct response
television (DRTV) are part of Colonial Penn’s 2018 highlights. In fact, 2018 web and digital sales grew 27% versus the prior year
and now account for 16% of total sales. Investments in technology initiatives such as voice signature and an enhanced website
user experience have also led to meaningful improvements in lead conversion and agent productivity.

While Colonial Penn turned in a strong performance in 2018, | would like to see us move even faster to extend the Colonial Penn
brand, expand its product portfolio and further our investments in direct-to-consumer (DTC) technology.

Why Invest in CNO Financial Group

| am a strong believer in CNO and | want to share why. Understanding how changing consumer demographics and
macro-economic factors influence the insurance market provides important context for assessing an investment in any insurance
company.

Most Americans are not financially prepared for retirement. Research conducted by our Bankers Life Center for a Secure
Retirement found that nearly seven in 10 (69%) middle-income Boomers do not believe or do not know if they have enough money
to live comfortably to age 85, the average life expectancy of a 65-year-old Boomer today. This finding is especially worrisome and
critical within the middle market, which includes consumers with annual household incomes of between $30,000 and $100,000 with
less than $500,000 in investable assets. The impact of outliving one’s retirement savings or the cost of an unexpected medical bill is
especially devastating for families at this income level. As a child of first-generation immigrants, | can relate. Many of you may feel
this connection too.

The market for those needing financial security products continues to grow. Boomers currently account for approximately 20% of
the U.S. population. The youngest Boomers turned age 54 in 2018. This means that from now until 2030, 10,000 people per day
will turn age 65, qualify for Medicare and be eligible to take early Social Security benefits. The oldest Boomers are now required to
take their required minimum distributions (RMDs) from their retirement accounts, which leads to a need for assistance on how to
manage this income.

Furthermore, middle-market consumers are often underserved by large insurance carriers. These companies believe (incorrectly in
our opinion) that it is more profitable to focus on the affluent or mass affluent consumers. This creates a disproportionate number of
middle-income retirees and pre-retirees who do not receive professional advice or product recommendations when planning for
retirement.

Against these demographic and societal factors, the natural question is: “What makes CNO Financial a good investment?”

The attributes that make CNO unique are also the very reasons to invest in our company:

Market Focus: CNO is among a small number of companies focused exclusively on the middle-income market. This has long
been our focus and it remains unchanged. Even as we advance with our “expand to the right” strategy targeting slightly younger,
wealthier consumers, we stay squarely focused on the middle market. Since these households are often overlooked by larger
carriers, CNO has a natural advantage.

Distribution: Unlike other insurance carriers, we have a unique network of distribution channels that allows us to reach these
consumers according to their specific preferences. Bankers Life has career agents, we have wholly-owned and independent
distributors at Washington National, and we operate a direct-to-consumer business at Colonial Penn. Our diversified infrastructure
is a significant competitive advantage and allows us to experiment and cross-pollinate ideas from each channel.
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Health and Wealth Solutions: As consumers approach age 65 and prepare to transition to Medicare, nearly all look for guidance
and solutions to fill the gaps in their healthcare coverage. As a result, Medicare supplement products are as close to a
nonvoluntary product as exists in our industry. Bankers Life is one of a handful of insurers that both manufactures and distributes
Medicare supplement insurance (Bankers Life also distributes third-party Medicare Advantage products). Initial Medicare-related
sales have proven to be a key door opener for agents to further assess consumer needs and recommend additional products,
such as life insurance, long-term care insurance or an annuity. One in three Medicare supplement customers purchase a second
product from Bankers Life.

Insurance and Securities Solutions: Consumer relationships are stronger and more persistent when we offer a complete
retirement needs assessment, not just protection products. An insurance purchase conversation may begin as transactional. The
relationship evolves into a more holistic, long-term approach when we also advise on the wealth accumulation and income
preservation needs of our consumers. It also provides a career advancement path for insurance agents to move up to become
securities-licensed financial advisors, which improves retention. In 2016, we started a Broker-Dealer and Registered Investment
Advisor (BD/RIA) business and now have client assets of more than $1.1 billion.
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Finally, our 2018 performance speaks to the strategic changes taking place at CNO. Our strong free cash flow generation,
lower-risk balance sheet and renewed focus on growth are all markers of that success and rationale for continued investment in
CNO. We believe we are the only insurance group that has all of these unique attributes.

Commitment to Social Responsibility

We realize that our success is tied to the well-being of our customers, associates, neighbors and the way we conduct our business.
In recognition of the increased importance that investors now place on environment, social and governance criteria (ESG), we
recently formed a management committee comprised of senior management and other leaders to formulate and drive the execution
of the company’s social responsibility and sustainability strategy. We expect this strategy to focus on four key areas: community
development and philanthropy, employee well-being, ethics and governance, and environmental responsibility and enterprise risk
management.

Commitment to Associate Relations

No business can thrive without committed associates who make up the workforce that serves our customers. This is particularly
true in insurance, where we do not have factories or durable goods to sell. Our associates are our primary and most valuable asset.
They develop products, advise clients, service customers and support the efficient running of the organization.

At CNO, we know that top-to-bottom associate alignment will help us achieve sustained success. During the second quarter, we
leveraged the benefit of tax reform to introduce an enhanced compensation program for our employees. Like many companies, we
had the opportunity to offer a one-time bonus payout to employees in 2018. Instead, we opted to invest in a broader, enhanced
compensation program, which includes an annual cash bonus program, a one-time stock option grant and an employee stock
purchase plan. We believe the ongoing cash bonus and employee stock purchase plan will not only benefit and incent associates,
but also more closely connect them with the company’s success.

What to Expect in 2019

CNO strategic priorities remain unchanged. We will continue to grow the franchise; launch new products and services; expand to
the right to reach slightly younger, wealthier consumers within the middle market; and deploy our robust free cash flow to its highest
and best use. Cultivating a workplace culture that rewards taking smart, calculated risks is also a priority and a personal goal
against which | measure my own performance.

We expect that ongoing market volatility in 2019 will generate increased interest in financial planning products, particularly within
the middle market. With our singular focus on this demographic, CNO is extremely well positioned to serve middle-market
consumers with their income protection needs. As they look for stability, our products and guidance from our agents and advisors
will be needed more than ever.

At its core, our capital deployment strategy has remained consistent. While we recognize the long-term importance of investing in
growing the business, when our shares are trading at a significant discount to book value, we recognize that we would be
hard-pressed to find an acquisition or internal investment that could generate a similar or better risk-adjusted return.

Given our robust free cash flow generation and strong balance sheet, we believe that share repurchases, organic investments and
M&A need not be mutually exclusive in any given year. We will take a very disciplined approach to the use of capital. Any capital
outlay must have clear strategic value and compelling financial attributes.

In closing, I'm very proud of our 2018 accomplishments, and we have entered 2019 with good momentum. Many of our growth
initiatives are just now starting to gain traction, leaving significant runway for further growth and shareholder value creation. We are
building a stronger, more competitive company. CNO remains extremely well positioned for 2019 and beyond.

Thank you for your continued support of, and interest in, CNO.

Regards,

Gary C. Bhojwani
Chief Executive Officer
CNO Financial Group, Inc.



March 11, 2019

Edgar Filing: CNO Financial Group, Inc. - Form ARS

10



Edgar Filing: CNO Financial Group, Inc. - Form ARS

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(D) OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2018

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(D) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

CNO FINANCIAL GROUP, INC.

Commission File Number 001-31792

DELAWARE 75-3108137
State of Incorporation IRS Employer Identification No.
11825 N. Pennsylvania Street Carmel, Indiana 46032 (317) 817-6100
Address of principal executive offices Telephone

SECURITIES REGISTERED PURSUANT TO SECTION 12(B) OF THE ACT:

Title of each class Name of Each Exchange on which Registered
Common Stock, par value $0.01 per share New York Stock Exchange
Rights to purchase Series C Junior Participating Preferred Stock New York Stock Exchange

SECURITIES REGISTERED PURSUANT TO SECTION 12(G) OF THE ACT:
NONE

YESNO
Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or 15(d) of the Act.

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports),
and (2) has been subject to such filing requirements for the past 90 days:

Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted pursuant
to Rule 405 of Regulation S-T during the preceding 12 months (or for such shorter period that the registrant was required to submit

such files).

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of Registrant’s knowledge, in definitive proxy or information statements incorporated by reference in Part III of
this Form 10-K or any amendment to this Form 10-K.

Indicate by check mark whether the Registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller reporting
company, or an emerging growth company. See the definitions of “large accelerated filer,” “accelerated filer,” “smaller reporting company,” and
“emerging growth company” in Rule 12b-2 of the Exchange Act.

9

Large accelerated filer Accelerated filer Non-accelerated filer Smaller reporting company filer Emerging growth company
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition

period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act.

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act):

At June 30, 2018, the last business day of the Registrant’s most recently completed second fiscal quarter, the aggregate market value of the
Registrant’s common equity held by nonaffiliates was approximately $3.1 billion.

Shares of common stock outstanding as of February 8, 2019: 160,715,150

DOCUMENTS INCORPORATED BY REFERENCE:

11



Edgar Filing: CNO Financial Group, Inc. - Form ARS

Portions of the Registrant’s definitive proxy statement for the 2019 annual meeting of shareholders are incorporated by reference into Part III of
this report.
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ITEM 1. Business of CNO.

CNO Financial Group, Inc., a Delaware corporation (“CNO”), is a holding company for a group of insurance companies operating throughout the

United States that develop, market and administer health insurance, annuity, individual life insurance and other insurance products. The terms

“CNO Financial Group, Inc.”, “CNO”, the “Company”, “we”, “us”, and “our” as used in this report refer to CNO and its subsidiaries. Such terms, when us
to describe insurance business and products, refer to the insurance business and products of CNO’s insurance subsidiaries.

We focus on serving middle-income pre-retiree and retired Americans, which we believe are attractive, underserved, high growth markets. We
sell our products through three distribution channels: career agents, independent producers (some of whom sell one or more of our product lines
exclusively) and direct marketing. As of December 31, 2018, we had shareholders’ equity of $3.4 billion and assets of $31.4 billion. For the year
ended December 31, 2018, we had revenues of $4.3 billion and a net loss of $315.0 million (including a loss on a reinsurance transaction of
$661.1 million, net of taxes and gains recognized on the assets transferred in the transaction). See our consolidated financial statements and
accompanying footnotes for additional financial information about the Company and its segments.

The Company manages its business through the following operating segments: Bankers Life, Washington National and Colonial Penn, which are
defined on the basis of product distribution; long-term care in run-off; and corporate operations, comprised of holding company activities and
certain noninsurance company businesses. On September 27, 2018, the Company completed a long-term care reinsurance transaction pursuant to
which its wholly-owned subsidiary, Bankers Life and Casualty Company (“Bankers Life”), entered into an agreement with Wilton Reassurance
Company (“Wilton Re”) to cede all of its legacy (prior to 2003) comprehensive and nursing home long-term care policies (with statutory reserves
of $2.7 billion) through 100% indemnity coinsurance. In anticipation of the reinsurance agreement, the Company reorganized its business
segments to move the block to be ceded from the “Bankers Life segment” to the “Long-term care in run-off segment” in the third quarter of 2018.
All prior period segment disclosures have been revised to conform to management’s current view of the Company’s operating segments.

The Company’s insurance segments are described below:

Bankers Life, which underwrites, markets and distributes Medicare supplement insurance, interest-sensitive life insurance, traditional life
insurance, fixed annuities and long-term care insurance products to the middle-income senior market through a dedicated field force of career
agents, financial and investment advisors, and sales managers supported by a network of community-based sales offices. The Bankers Life
segment includes primarily the business of Bankers Life. Bankers Life also has various distribution and marketing agreements with other
insurance companies to use Bankers Life’s career agents to distribute Medicare Advantage and prescription drug plans (“PDP”) products in
exchange for a fee.

Washington National, which underwrites, markets and distributes supplemental health (including specified disease, accident and hospital
indemnity insurance products) and life insurance to middle-income consumers at home and at the worksite. These products are marketed through
Performance Matters Associates, Inc. (“PMA”, a wholly owned subsidiary) and through independent marketing organizations and insurance
agencies including worksite marketing. The products being marketed are underwritten by Washington National Insurance Company

(“Washington National”). This segment’s business also includes certain closed blocks of annuities and Medicare supplement policies which are no
longer being actively marketed by this segment and were primarily issued or acquired by Washington National.

Colonial Penn, which markets primarily graded benefit and simplified issue life insurance directly to customers in the senior middle-income
market through television advertising, direct mail, the internet and telemarketing. The Colonial Penn segment includes primarily the business of
Colonial Penn Life Insurance Company (“Colonial Penn”).

Long-term care in run-off consists of: (i) the long-term care business that was recaptured due to the termination of certain reinsurance
agreements effective September 30, 2016 (such business is not actively marketed and was issued or acquired by Washington National and
Bankers Conseco Life Insurance Company (“BCLIC”)); and (ii) certain legacy (prior to 2003) comprehensive and nursing home long-term care
policies which were ceded to Wilton Re in September 2018 (such business was not actively marketed and was issued by Bankers Life).

8 CNO FINANCIAL GROUP, INC. - Form 10-K
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PART1
ITEM 1 Business of CNO

Our Strategic Direction

At CNO, our mission is to enrich lives by providing financial solutions that help protect the health and retirement needs of middle-income
Americans, while building enduring value for all our stakeholders. We remain committed to our strategic priorities to grow the franchise, launch
new products and services, expand to the right to reach slightly younger, wealthier consumers within the middle market, and deploy excess
capital to its highest and best use.

Our middle-market focus and diverse distribution is a key strength and opportunity for CNO. We have career agents at Bankers Life,
wholly-owned and independent distributors at Washington National and a direct-to-consumer business at Colonial Penn to reach consumers
according to their preferences. Our product portfolio mix is well-aligned to the retirement, healthcare, supplemental health and income
accumulation needs of working-age consumers as well as those in and near retirement. As Americans live longer into their retirement years,
consumers need holistic retirement income planning, which includes our insurance and annuity solutions, and the investments offered by our
broker-dealer and growing force of registered investment advisors. Specifically, we are focused on the following priorities:

Growth

Maximize our product portfolio to ensure it meets our customers’ needs for integrated products and advice covering a
broad range of their financial goals

Respond effectively to evolving customer preferences

Expand and enhance elements of our broker-dealer and registered investment advisor program

Continue our “expand to the right” strategy to reach slightly younger and wealthier consumers within the
middle-income market

Increase the speed-to-market for new products that are a good fit for our customers

Make strategic, measured changes to our business practices to improve our competitive advantage

Continue to invest in technology to support agent productivity and relationships with our customers

Increase profitability and return on equity
Maintain our strong capital position and favorable financial metrics
Work to increase our return on equity
Maintain pricing discipline

Effectively manage risk and deploy capital
Maintain an active enterprise risk management process
Utilize excess cash flow to maximize long-term returns
Maintain a competitive dividend payout ratio

Continue to invest in talent
Attract, retain and develop the best talent to help us drive sustainable growth
Recruit, develop and retain our agent force

Other Information

Our executive offices are located at 11825 N. Pennsylvania Street, Carmel, Indiana 46032, and our telephone number is (317) 817-6100. Our
annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and amendments to those reports filed or furnished
pursuant to Section 13(a) or 15(d) of the Securities Exchange Act are available free of charge on our website at www.CNQinc.com as soon as
reasonably practicable after they are electronically filed with, or furnished to, the Securities and Exchange Commission (the “SEC”). These filings

are also available on the SEC’s website atwww.sec.gov. Copies of these filings are also available, without charge, from CNO Investor Relations,
11825 N. Pennsylvania Street, Carmel, IN 46032.

Our website also includes the charters of our Audit and Enterprise Risk Committee, Executive Committee, Governance and Nominating
Committee, Human Resources and Compensation Committee and Investment Committee, as well as our Corporate Governance Operating
Principles and our Code of Business Conduct and Ethics that applies to all officers, directors and employees. Copies of these documents are

available free of charge on our website at www.CNQinc.com or from CNO Investor Relations at the address shown above. Within the time

period specified by the SEC and the New York Stock Exchange, we will post on our website any amendment to our Code of Business Conduct
and Ethics and any waiver applicable to our principal executive officer, principal financial officer or principal accounting officer.
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In June 2018, we filed with the New York Stock Exchange the Annual CEO Certification regarding the Company’s compliance with their
Corporate Governance listing standards as required by Section 303A.12(a) of the New York Stock Exchange Listed Company Manual. In
addition, we have filed as exhibits to this 2018 Form 10-K the applicable certifications of the Company’s Chief Executive Officer and Chief
Financial Officer required under Section 302 of the Sarbanes-Oxley Act of 2002 regarding the Company’s public disclosures.

CNO became the successor to Conseco, Inc., an Indiana corporation (our “Predecessor”), in connection with a bankruptcy reorganization which
became effective on September 10, 2003 (the “Effective Date””). Our Predecessor was organized in 1979 and commenced operations in 1982.

Data in Item 1 are provided as of or for the year ended December 31, 2018 (as the context implies), unless otherwise indicated.

CNO FINANCIAL GROUP, INC. - Form 10-K 9
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Marketing and Distribution
Insurance

Our insurance subsidiaries develop, market and administer health insurance, annuity, individual life insurance and other insurance products. We
sell these products through three primary distribution channels: career agents, independent producers (some of whom sell one or more of our
product lines exclusively) and direct marketing. We had premium collections of $3.8 billion, $3.7 billion and $3.6 billion in 2018, 2017 and
2016, respectively.

Our insurance subsidiaries collectively hold licenses to market our insurance products in all fifty states, the District of Columbia, and certain
protectorates of the United States. Sales to residents of the following states accounted for at least five percent of our 2018 collected premiums:
Florida (10 percent), Pennsylvania (6 percent), Texas (5 percent) and Iowa (5 percent).

We believe that most purchases of life insurance, accident and health insurance and annuity products occur only after individuals are contacted
and solicited by an insurance agent. Accordingly, the success of our distribution system is largely dependent on our ability to attract and retain
experienced and highly motivated agents. A description of our primary distribution channels is as follows:

Career Agents. The products of the Bankers Life segment are sold through a career agency force of over 4,100 producing agents working from
over 265 Bankers Life branch offices and satellites. These agents establish one-on-one contact with potential policyholders and promote strong
personal relationships with existing policyholders. The career agents sell primarily Medicare supplement and long-term care insurance policies,
life insurance and annuities. In 2018, the Bankers Life segment had total collected premiums related to this distribution channel of $2.6 billion,
or 70 percent, of our total collected premiums. These agents sell Bankers Life policies, as well as Medicare Advantage plans through distribution

arrangements with third-party insurance companies, and typically visit the prospective policyholder’s home to conduct personalized “kitchen-table”
sales presentations. After the sale of an insurance policy, the agent serves as a contact person for policyholder questions, claims assistance and
additional insurance needs.

Independent Producers. The products of the Washington National segment are primarily sold through our wholly-owned marketing

organization, PMA. In addition, Washington National’s products are sold through a diverse network of independent agents, insurance brokers and
marketing organizations. The general agency and insurance brokerage distribution system is comprised of independent licensed agents doing
business in all fifty states, the District of Columbia, and certain protectorates of the United States. In 2018, this distribution channel accounted
for $692.8 million, or 18 percent, of our total collected premiums.

Marketing organizations typically recruit agents by advertising our products and commission structure through direct mail advertising or through
seminars for agents and brokers. These organizations bear most of the costs incurred in marketing our products. We compensate the marketing
organizations by paying them a percentage of the commissions earned on new sales generated by agents recruited by such organizations. Certain
of these marketing organizations are specialty organizations that have a marketing expertise or a distribution system related to a particular
product or market, such as worksite and individual health products.

Direct Marketing. This distribution channel is engaged primarily in the sale of graded benefit life insurance policies through Colonial Penn
using direct response marketing techniques. New policyholder leads are generated primarily from television, print advertising, direct response
mailings and the internet. In 2018, this channel accounted for $298.3 million, or 8 percent, of our total collected premiums.

Products

The following table summarizes premium collections by major category and segment for the years ended December 31, 2018, 2017 and 2016
(dollars in millions):

TOTAL PREMIUM COLLECTIONS

2018 2017 2016
Health:
Bankers Life $ 1,019.0 $ 1,025.1 $ 1,028.5
Washington National 659.3 642.5 628.4
Colonial Penn 1.7 2.0 24
Long-term care in run-off 145.8 205.2 211.5
Total health 1,825.8 1,874.8 1,870.8
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Annuities:

Bankers Life

Washington National

Total annuities

Life:

Bankers Life

Washington National

Colonial Penn

Total life

TOTAL PREMIUM COLLECTIONS $

10 CNO FINANCIAL GROUP, INC. - Form 10-K

1,163.2
1.3
1,164.5

466.0
322
296.6
794.8
3,785.1

1,030.6
9
1,031.5

462.4
30.0
289.6
782.0
3,688.3

970.0
1.5
971.5

461.1
294
277.8
768.3
3,610.6
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Our collected premiums by product and segment were as follows:

Health

HEALTH PREMIUM COLLECTIONS (DOLLARS IN MILLIONS)

2018 2017 2016
Medicare supplement:
Bankers Life $ 734.3 $ 739.4 $ 739.3
Washington National 46.3 51.6 61.0
Colonial Penn 1.5 1.9 23
Total 782.1 792.9 802.6
Long-term care:
Bankers Life 255.1 257.0 261.8
Long-term care in run-off 145.8 205.2 211.5
Total 400.9 462.2 4733
Supplemental health:
Bankers Life 23.6 22.6 212
Washington National 611.3 589.1 565.5
Total 634.9 611.7 586.7
Other:
Bankers Life 6.0 6.1 6.2
Washington National 1.7 1.8 1.9
Colonial Penn 2 1 .1
Total 79 8.0 8.2
TOTAL HEALTH PREMIUM COLLECTIONS $ 1,825.8 $ 1,874.8 $ 1,870.8

The following describes our major health products:

Medicare Supplement

Medicare supplement collected premiums were $782.1 million during 2018, or 21 percent, of our total collected premiums. Medicare is a federal
health insurance program for disabled persons and seniors (age 65 and older). Part A of the program provides protection against the costs of
hospitalization and related hospital and skilled nursing facility care, subject to an initial deductible, related coinsurance amounts and specified
maximum benefit levels. The deductible and coinsurance amounts are subject to change each year by the federal government. Part B of
Medicare covers doctor’s bills and a number of other medical costs not covered by Part A, subject to deductible and coinsurance amounts for
charges approved by Medicare. The deductible amount is subject to change each year by the federal government.

Medicare supplement policies provide coverage for many of the hospital and medical expenses which the Medicare program does not cover,
such as deductibles, coinsurance costs (in which the insured and Medicare share the costs of medical expenses) and specified losses which
exceed the federal program’s maximum benefits. Our Medicare supplement plans automatically adjust coverage to reflect changes in Medicare
benefits. In marketing these products, we currently concentrate on individuals who have recently become eligible for Medicare by reaching the
age of 65. Approximately 62 percent of new sales of Medicare supplement policies in 2018 were to individuals who had recently reached the age
of 65.

Bankers Life sells Medicare supplement insurance. Washington National discontinued new sales of Medicare supplement policies in 2012 to
focus on the sale of supplemental health products.

Long-Term Care

Long-term care collected premiums were $400.9 million during 2018, or 10 percent of our total collected premiums. Excluding the collected
premiums related to the legacy long-term care business that was ceded under a 100% indemnity coinsurance agreement in September 2018,
long-term care collected premiums were $270.4 million during 2018, or 7 percent of our total collected premiums. Long-term care products
provide coverage, within prescribed limits, for nursing homes, home healthcare, or a combination of both. We sell long-term care plans
primarily to retirees and, to a lesser degree, to older self-employed individuals in the middle-income market.

We continue to sell long-term care insurance through the Bankers Life career agent distribution channel. The business currently being sold is
underwritten using stricter underwriting and pricing standards and has shorter benefit periods than the long-term care policies that were ceded
pursuant to a reinsurance transaction completed in September 2018. During 2018, 98 percent of new sales of long-term care products in the
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Bankers Life segment had benefit periods of two years or less and 25 percent of all new sales are reinsured with a third party. At December 31,
2018, 94 percent of the long-term care policies in the Bankers Life segment have benefit periods of less than four years and 55 percent of such
long-term care policies have benefit periods of one year or less. In the third quarter of 2018, we ceased sales of home health care only long-term
care policies. In addition, we ceased sales of comprehensive and nursing home long-term care policies with benefit periods exceeding three
years. Comprehensive policies cover both nursing home care and home healthcare. Home healthcare benefits included in comprehensive policies
cover
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incurred charges after a deductible or elimination period and are subject to a weekly or monthly maximum dollar amount, and an overall benefit
maximum. We monitor the loss experience on our long-term care products and, when appropriate, apply for actuarially justified rate increases in
the jurisdictions in which we sell such products. Regulatory approval is required before we can increase our premiums on these products.

Supplemental Health Products

Supplemental health collected premiums were $634.9 million during 2018, or 17 percent of our total collected premiums. These policies
generally provide fixed or limited benefits. Cancer insurance and heart/stroke products are guaranteed renewable individual accident and health
insurance policies. Payments under cancer insurance policies are generally made directly to, or at the direction of, the policyholder following
diagnosis of, or treatment for, a covered type of cancer. Heart/stroke policies provide for payments directly to the policyholder for treatment of a
covered heart disease, heart attack or stroke. Accident products combine insurance for accidental death with limited benefit disability income
insurance. Hospital indemnity products provide a fixed dollar amount per day of confinement in a hospital. The benefits provided under the
supplemental health policies do not necessarily reflect the actual cost incurred by the insured as a result of the illness, or accident, and benefits
are not reduced by any other medical insurance payments made to or on behalf of the insured.

Approximately 74 percent of the total number of our supplemental health policies inforce was sold with return of premium or cash value riders.

The return of premium rider generally provides that, after a policy has been inforce for a specified number of years or upon the policyholder
reaching a specified age, we will pay to the policyholder, or in some cases, a beneficiary under the policy, the aggregate amount of all premiums
paid under the policy, without interest, less the aggregate amount of all claims incurred under the policy. For some policies, the return of
premium rider does not have any claim offset. The cash value rider is similar to the return of premium rider, but also provides for payment of a
graded portion of the return of premium benefit if the policy terminates before the return of premium benefit is earned.

Premiums collected on supplemental health products in the Bankers Life segment primarily relate to a critical illness product that was introduced
in 2012. This critical illness insurance product pays a lump sum cash benefit directly to the insured when the insured is diagnosed with a
specified critical illness. The product is designed to provide additional financial protection associated with treatment and recovery as well as
cover non-medical expenses such as: (i) loss of income; (ii) at home recovery or treatment; (iii) experimental and/or alternative medicine; (iv)
co-pays, deductibles and out-of-network expenses; and (v) child care and transportation costs.

Other Health Products

Collected premiums on other health products were $7.9 million during 2018. This category includes various other health products such as
disability income products which are sold in small amounts and other products such as major medical health insurance which are no longer
actively marketed.

Annuities

ANNUITY PREMIUM COLLECTIONS (DOLLARS IN MILLIONS)

2018 2017 2016
Fixed index annuity:
Bankers Life $ 1,112.0 $ 964.7 $ 868.1
Washington National 1.1 .6 1.2
Total fixed index annuity premium collections 1,113.1 965.3 869.3
Other fixed interest annuity:
Bankers Life 51.2 65.9 101.9
Washington National 2 3 3
Total fixed interest annuity premium collections 514 66.2 102.2
TOTAL ANNUITY PREMIUM COLLECTIONS $ 1,164.5 $ 1,031.5 $ 971.5

During 2018, we collected annuity premiums of $1,164.5 million, or 31 percent, of our total premiums collected. Annuity products include fixed
index annuity, traditional fixed rate annuity and single premium immediate annuity products sold through Bankers Life. Washington National no
longer actively sells annuity products. Annuities offer a tax-deferred means of accumulating savings for retirement needs, and provide a
tax-efficient source of income in the payout period. Our major source of income from fixed rate annuities is the spread between the investment

income earned on the underlying general account assets and the interest credited to contractholders’ accounts. For fixed index annuities,our
major source of income is the spread between the investment income earned on the underlying general account assets and the cost of the index
options purchased to provide index-based credits to the contractholders’ accounts.
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The mix of premium collections between Bankers Life’s fixed index products and fixed interest annuity products has fluctuated due to volatility
in the financial markets in recent periods. In addition, premium collections from Bankers Life’s fixed rate annuity products have been negatively
impacted by low market interest rates in recent periods.
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The following describes the major annuity products:

Fixed Index Annuities

These products accounted for $1,113.1 million, or 30 percent, of our total premium collections during 2018. The account value (or “accumulation
value”) of these annuities is credited in an amount that is based on changes in a particular index during a specified period of time. Within each
contract issued, each fixed index annuity specifies:

The index to be used.

The time period during which the change in the index is measured. At the end of the time period, the change in the
index is applied to the account value. The time period of the contract ranges from 1 to 4 years.

The method used to measure the change in the index.

The measured change in the index is multiplied by a “participation rate” (percentage of change in the index) before the
credit is applied. Some policies guarantee the initial participation rate for the life of the contract, and some vary the
rate for each period.

The measured change in the index may also be limited by a “cap” before the credit is applied. Some policies guarantee
the initial cap for the life of the contract, and some vary the cap for each period.

The measured change in the index may also be limited to the excess in the measured change over a “margin” before the
credit is applied. Some policies guarantee the initial margin for the life of the contract, and some vary the margin for

each period.
These products have guaranteed minimum cash surrender values, regardless of actual index performance and the resulting indexed-based interest
credits applied. In 2016, we began offering a guaranteed lifetime income annuity, which allows policyholders to opt to receive a guaranteed
income stream for life, without having to annuitize their policy.

We have generally been successful at hedging increases to policyholder benefits resulting from increases in the indices to which the product’s
return is linked.

In 2018, a significant portion of our new annuity sales were “bonus interest” products. These products typically specify a bonus interest rate that
generally ranges from 2 percent to 5 percent for the first policy year only. After the first year, the bonus interest portion of the initial crediting
rate is automatically discontinued, and the renewal crediting is established.

Other Fixed Interest Annuities

These products include fixed rate single-premium deferred annuities (“SPDAs”), flexible premium deferred annuities (“FPDAs”) and
single-premium immediate annuities (“SPIAs”). These products accounted for $51.4 million, or 1 percent, of our total premium collections during
2018, of which SPDAs and FPDAs comprised $43.6 million. Our fixed rate SPDAs and FPDAs typically have a crediting rate that is guaranteed
by the Company for the first policy year, after which we have the ability to change the crediting rate to any rate not below a guaranteed

minimum rate. The guaranteed rates on annuities written recently are 1 percent, and the guaranteed rates on all policies inforce range from 1.0
percent to 5.5 percent. As of December 31, 2018, the average crediting rate on our outstanding traditional annuities was 3 percent.

The initial crediting rate is largely a function of:

the interest rate we can earn on invested assets acquired with the new annuity fund deposits;
the costs related to marketing and maintaining the annuity products; and
the rates offered on similar products by our competitors.

For subsequent adjustments to crediting rates, we take into account current and prospective yields on investments, annuity surrender
assumptions, competitive industry pricing and the crediting rate history for particular groups of annuity policies with similar characteristics.

Withdrawals from fixed interest annuities we are currently selling are generally subject to a surrender charge of 8 percent to 10 percent in the
first year, declining to zero over a 5 to 12 year period, depending on issue age and product. Surrender charges are set at levels intended to protect
the Company from loss on early terminations and to reduce the likelihood that policyholders will terminate their policies during periods of
increasing interest rates. This practice is intended to lengthen the duration of policy liabilities and to enable us to maintain profitability on such
policies.

24



Edgar Filing: CNO Financial Group, Inc. - Form ARS

Penalty-free withdrawals from fixed interest annuities of up to 10 percent of either premiums or account value are available in most fixed
interest annuities after the first year of the annuity’s term.

Some fixed interest annuity products apply a market value adjustment during the surrender charge period. This adjustment is determined by a
formula specified in the annuity contract, and may increase or decrease the cash surrender value depending on changes in the amount and
direction of market interest rates or credited interest rates at the time of withdrawal. The resulting cash surrender values will be at least equal to
the guaranteed minimum values.

SPIAs accounted for $7.8 million of our total premiums collected in 2018. SPIAs are designed to provide a series of periodic payments for a
fixed period of time or for life, according to the policyholder’s choice at the time of issuance. Once the payments begin, the amount, frequency
and length of time over which they are payable are fixed. SPIAs often are purchased by persons at or near retirement age who desire a steady
stream of payments over a future period of years. The single premium is often the payout from a fixed rate contract. The implicit interest rate on
SPIAs is based on market conditions when the policy is issued. The implicit interest rate on our outstanding SPIAs averaged 6.7 percent at
December 31, 2018.

CNO FINANCIAL GROUP, INC. - Form 10-K 13

25



Edgar Filing: CNO Financial Group, Inc. - Form ARS

PART1
ITEM 1 Business of CNO

Life Insurance

LIFE INSURANCE PREMIUM COLLECTIONS (DOLLARS IN MILLIONS)

2018 2017 2016
Interest-sensitive life products:
Bankers Life $ 170.8 $ 162.5 $ 175.0
Washington National 22.1 19.1 18.0
Colonial Penn 2 2 3
Total interest-sensitive life premium collections 193.1 181.8 193.3
Traditional life:
Bankers Life 295.2 299.9 286.1
Washington National 10.1 10.9 11.4
Colonial Penn 296.4 289.4 271.5
Total traditional life premium collections 601.7 600.2 575.0
TOTAL LIFE INSURANCE PREMIUM COLLECTIONS $ 794.8 $ 782.0 $ 768.3

Life products include traditional and interest-sensitive life insurance products. These products are currently sold through the Bankers Life,
Washington National and Colonial Penn segments. During 2018, we collected life insurance premiums of $794.8 million, or 21 percent, of our
total collected premiums.

Interest-Sensitive Life Products

These products include universal life and other interest-sensitive life products that provide life insurance with adjustable rates of return related to
current interest rates. They accounted for $193.1 million, or 5 percent, of our total collected premiums in 2018. These products are marketed by
independent producers and career agents (including independent producers and career agents specializing in worksite sales). The principal
differences between universal life products and other interest-sensitive life products are policy provisions affecting the amount and timing of
premium payments. Universal life policyholders may vary the frequency and size of their premium payments, and policy benefits may also
fluctuate according to such payments. Premium payments under other interest-sensitive policies may not be varied by the policyholders.
Universal life products include fixed index universal life products. The account value of these policies is credited with interest at a guaranteed
rate, plus additional interest credits based on changes in a particular index during a specified time period.

Traditional Life

These products accounted for $601.7 million, or 16 percent, of our total collected premiums in 2018. Traditional life policies, including whole
life, graded benefit life, term life and single premium whole life products, are marketed through independent producers, career agents and direct

response marketing. Under whole life policies, the policyholder generally pays a level premium over an agreed period or the policyholder’s
lifetime. The annual premium in a whole life policy is generally higher than the premium for comparable term insurance coverage in the early
years of the policy’s life, but is generally lower than the premium for comparable term insurance coverage in the later years of the policy’s life.
These policies combine insurance protection with a savings component that gradually increases in amount over the life of the policy. The
policyholder may borrow against the savings component generally at a rate of interest lower than that available from other lending sources. The
policyholder may also choose to surrender the policy and receive the accumulated cash value rather than continuing the insurance protection.
Term life products offer pure insurance protection for life with a guaranteed level premium for a specified period of time - typically 5, 10, 15 or
20 years. In some instances, these products offer an option to return the premium at the end of the guaranteed period.

Traditional life products also include graded benefit life insurance products. Graded benefit life insurance products are offered on an individual
basis primarily to persons age 50 to 85, principally in face amounts of $400 to $25,000, without medical examination or evidence of insurability.
Premiums are paid as frequently as monthly. Benefits paid are less than the face amount of the policy during the first two years, except in cases
of accidental death. Our Colonial Penn segment markets graded benefit life policies under its own brand name using direct response marketing
techniques. New policyholder leads are generated primarily from television, print advertisements, direct response mailings and the internet.

Traditional life products also include single premium whole life insurance. This product requires one initial lump sum payment in return for
providing life insurance protection for the insured’s entire lifetime. Single premium whole life products accounted for $40.4 million of our total
collected premiums in 2018.

Investments
40186 Advisors, Inc. (“40186 Advisors”, a registered investment advisor and wholly owned subsidiary of CNO) manages the investment portfolios
of our insurance subsidiaries. 40186 Advisors had approximately $22.9 billion of assets (at fair value) under management at December 31, 2018,
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of which $22.8 billion were our assets (including investments held by variable interest entities (“VIEs”) that are included on our consolidated
balance sheet) and $.1 billion were assets managed for third parties. Our general account investment strategies are to:
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provide largely stable investment income from a diversified high quality fixed income portfolio;
maximize and maintain a stable spread between our investment income and the yields we pay on insurance products;
sustain adequate liquidity levels to meet operating cash requirements, including a margin for potential adverse developments;

continually monitor and manage the relationship between our investment portfolio and the financial characteristics of our insurance liabilities
such as durations and cash flows; and

maximize total return through active strategic asset allocation and investment management.

Investment activities are an important and integral part of our business because investment income is a significant component of our revenues.
The profitability of many of our insurance products is significantly affected by spreads between interest yields on investments and rates credited
on insurance liabilities. Also, certain insurance products are priced based on long term assumptions including investment returns. Although
substantially all credited rates on SPDAs, FPDAs and interest sensitive life products may be changed annually (subject to minimum guaranteed
rates), changes in crediting rates may not be sufficient to maintain targeted investment spreads in all economic and market environments. In
addition, competition, minimum guaranteed rates and other factors, including the impact of surrenders and withdrawals, may limit our ability to
adjust or to maintain crediting rates at levels necessary to avoid narrowing of spreads under certain market conditions. As of December 31, 2018,
the average yield, computed on the cost basis of our fixed maturity portfolio, was 5.1 percent, and the average interest rate credited or accruing
to our total insurance liabilities (excluding interest rate bonuses for the first policy year only and excluding the effect of credited rates
attributable to variable or fixed index products) was 4.6 percent.

We manage the equity-based risk component of our fixed index annuity products by:

purchasing options on equity indices with similar payoff characteristics; and

adjusting the participation rate to reflect the change in the cost of such options (such cost varies based on market conditions).

The prices of the options we purchase to manage the equity-based risk component of our fixed index annuities vary based on market conditions.
All other factors held constant, the prices of the options generally increase with increases in the volatility of the applicable indices, which may
reduce the profitability of the fixed index products, cause us to lower participation rates, or both. Accordingly, volatility of the indices is one
factor in the uncertainty regarding the profitability of our fixed index products.

Our invested assets are predominately fixed rate in nature and their value fluctuates with changes in market rates, among other factors (such as
changes in the overall compensation for risk required by the market as well as issuer specific changes in credit quality). We seek to manage the
interest rate risk inherent in our business by managing the durations and cash flows of our fixed maturity investments along with those of the
related insurance liabilities. For example, one management measure we use is asset and liability duration. Duration measures expected change in
fair value for a given change in interest rates. If interest rates increase by 1 percent, the fair value of a fixed maturity security with a duration of 5
years is typically expected to decrease in value by approximately 5 percent. When the estimated durations of assets and liabilities are similar,
absent other factors, a change in the value of assets related to changes in interest rates should be largely offset by a change in the value of
liabilities. We calculate asset and liability durations using our estimates of future asset and liability cash flows. At December 31, 2018, the
estimated duration of our fixed income securities (as modified to reflect estimated prepayments and call premiums) and the estimated duration of
our insurance liabilities were approximately 8.6 years and 8.4 years, respectively.

Competition

The markets in which we operate are competitive. Compared to CNO, many companies in the financial services industry are larger, have greater
capital, technological and marketing resources, have greater access to capital and other sources of liquidity at a lower cost, offer broader and
more diversified product lines, have greater brand recognition, have larger staffs and higher ratings. Banks, securities brokerage firms and other
financial intermediaries also market insurance products or offer competing products, such as mutual fund products, traditional bank investments
and other investment and retirement funding alternatives. We also compete with many of these companies and others in providing services for
fees. In most areas, competition is based on a number of factors including pricing, service provided to distributors and policyholders and ratings.
CNO'’s subsidiaries must also compete to attract and retain the allegiance of agents, insurance brokers and marketing companies.

In the individual health insurance business, companies compete primarily on the bases of marketing, service and price. Pursuant to federal
regulations, the Medicare supplement products offered by all companies have standardized policy features. This increases the comparability of
such policies and intensifies competition based on other factors. See “Insurance Underwriting” and “Governmental Regulation” for additional
information. In addition to competing with the products of other insurance companies, commercial banks, mutual funds and broker dealers, our
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insurance products compete with health maintenance organizations, preferred provider organizations and other health care-related institutions
which provide medical benefits based on contractual agreements.

Our principal competitors vary by product line. Our main competitors for agent-sold long-term care insurance products include Northwestern
Mutual, Mutual of Omaha and New York Life. Our main competitors for agent-sold Medicare
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supplement insurance products include Blue Cross and Blue Shield Plans, United HealthCare and Mutual of Omaha. Our main competitors for
life insurance sold through direct marketing channels include Gerber Life, Mutual of Omaha, New York Life and subsidiaries of Torchmark
Corporation. Our main competitors for supplemental health products sold through our Washington National segment include AFLAC,
subsidiaries of Allstate, Colonial Life and Accident Company and subsidiaries of Torchmark Corporation.

In some of our product lines, such as life insurance and fixed annuities, we have a relatively small market share. Even in some of the lines in
which we are one of the top writers, our market share is relatively small. For example, while, based on an Individual Long-Term Care Insurance
Survey, our Bankers Life subsidiary ranked sixth in new annualized premiums of individual long-term care insurance in the first half of 2018
with a market share of approximately 7 percent, the top five writers of individual long-term care insurance had new annualized premiums with a
combined market share of approximately 79 percent during the period. In addition, while, based on a 2017 Medicare Supplement Loss Ratios
report, we ranked sixth in direct premiums earned for Medicare supplement insurance in 2017 with a market share of 2.7 percent, the top writer
of Medicare supplement insurance had direct premiums with a market share of 35 percent during the period.

Most of our major competitors have higher financial strength ratings than we do. Recent industry consolidation, including business combinations
among insurance and other financial services companies, has resulted in larger competitors with even greater financial resources. Furthermore,
changes in federal law have narrowed the historical separation between banks and insurance companies, enabling traditional banking institutions
to enter the insurance and annuity markets and further increase competition. This increased competition may harm our ability to maintain or
improve our profitability.

In addition, because the actual cost of products is unknown when they are sold, we are subject to competitors who may sell a product at a price
that does not cover its actual cost. Accordingly, if we do not also lower our prices for similar products, we may lose market share to these
competitors. If we lower our prices to maintain market share, our profitability will decline.

The Colonial Penn segment has faced increased competition from other insurance companies who also distribute products through direct
marketing. In addition, the demand and cost of television advertising appropriate for Colonial Penn’s campaigns fluctuates from period to period
and will impact the average cost to generate a TV lead.

We must attract and retain sales representatives to sell our insurance and annuity products. Strong competition exists among insurance and
financial services companies for sales representatives. We compete for sales representatives primarily on the basis of our financial position,
financial strength ratings, support services, compensation, products and product features. Our competitiveness for such agents also depends upon
the relationships we develop with these agents.

An important competitive factor for life insurance companies is the financial strength ratings they receive from nationally recognized rating
organizations. Agents, insurance brokers and marketing companies who market our products and prospective purchasers of our products use the

financial strength ratings of our insurance subsidiaries as an important factor in determining whether to market or purchase. Ratings have the

most impact on our sales of supplemental health and life products to consumers at the worksite. Financial strength ratings provided by A.M. Best
Company (“A.M. Best”), Moody’s Investor Services, Inc. (“Moody’s”), Fitch Ratings (“Fitch”) and S&P Global Ratings (“S&P”) are the rating agency’s
opinions of the ability of our insurance subsidiaries to pay policyholder claims and obligations when due. They are not directed toward the

protection of investors, and such ratings are not recommendations to buy, sell or hold securities. The most recent ratings actions are described

below.

On January 9, 2019, A.M. Best affirmed its “A-" financial strength ratings of our primary insurance subsidiaries. The outlook for these ratings
remains stable. The “A-" rating is assigned to companies that have an excellent ability, in A.M. Best’s opinion, to meet their ongoing obligations to
policyholders. A.M. Best ratings for the industry currently range from “A++ (Superior)” to “F (In Liquidation)” and some companies are not rated.
An “A++” rating indicates a superior ability to meet ongoing obligations to policyholders. A.M. Best has sixteen possible ratings. There are three
ratings above the “A-" rating of our primary insurance subsidiaries and twelve ratings that are below that rating.

On October 4, 2018, Moody’s upgraded the financial strength ratings of our primary insurance subsidiaries to “A3” from “Baal” and the outlook for

these ratings is stable. Moody’s actions resulted from the Company’s announcement that Bankers Life had closed on its agreement to cede certain
long-term care policies as further described in the note to the consolidated financial statements entitled “Reinsurance”. Moody’s financial strength

ratings range from “Aaa” to “C”. These ratings may be supplemented with numbers “17, “2”, or “3” to show relative standing within a category. In Moody
view, an insurer rated “A” offers good financial security, however, certain elements may be present which suggests a susceptibility to impairment
sometime in the future. Moody’s has twenty-one possible ratings. There are six ratings above the “A3” rating of our primary insurance subsidiaries

and fourteen ratings that are below that rating.

On August 2, 2018, Fitch affirmed its “BBB+" financial strength ratings of our primary insurance subsidiaries and revised the outlook for these
ratings to positive from stable. The positive outlook for these ratings reflected Fitch’s view that such ratings could be upgraded over the next 12
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to 18 months based on the Company’s announcement that Bankers Life had entered into an agreement to cede certain long-term care policies as
further described in the note to the consolidated financial statements entitled “Reinsurance”. A “BBB” rating, in Fitch’s opinion, indicates that there is
currently a low expectation of ceased or interrupted payments. The capacity to meet policyholder and contract obligations on a timely basis is
considered adequate, but adverse changes in circumstances and economic conditions are more likely to impact this capacity. Fitch ratings for the
industry range from “AAA Exceptionally Strong” to “C Distressed” and some companies are not rated. Pluses and minuses show the relative

standing within a category. Fitch has nineteen possible ratings. There are seven ratings above the “BBB+" rating of our primary insurance
subsidiaries and eleven ratings that are below that rating.

16 CNO FINANCIAL GROUP, INC. - Form 10-K
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On August 2, 2018, S&P affirmed the financial strength ratings of “BBB+" of our primary insurance subsidiaries and revised the outlook for these
ratings to positive from stable. S&P’s actions resulted from the Company’s announcement that Bankers Life had entered into an agreement to cede
certain long-term care policies as further described in the note to the consolidated financial statements entitled “Reinsurance”. S&P financial

strength ratings range from “AAA” to “R” and some companies are not rated. An insurer rated “BBB” or higher is regarded as having financial security
characteristics that outweigh any vulnerabilities, and is highly likely to have the ability to meet financial commitments. An insurer rated “BBB”, in
S&P’s opinion, has good financial security characteristics, but is more likely to be affected by adverse business conditions than are higher-rated
insurers. Pluses and minuses show the relative standing within a category. S&P has twenty-one possible ratings. There are seven ratings above

the “BBB+" rating of our primary insurance subsidiaries and thirteen ratings that are below that rating.

Rating agencies have increased the frequency and scope of their credit reviews and requested additional information from the companies that
they rate, including us. They may also adjust upward the capital and other requirements employed in the rating agency models for maintenance
of certain ratings levels. We cannot predict what actions rating agencies may take, or what actions we may take in response. Accordingly,
downgrades and outlook revisions related to us or the life insurance industry may occur in the future at any time and without notice by any rating
agency. These could increase policy surrenders and withdrawals, adversely affect relationships with our distribution channels, reduce new sales,
reduce our ability to borrow and increase our future borrowing costs.

Insurance Underwriting

Under regulations developed by the National Association of Insurance Commissioners (the “NAIC”) (an association of state regulators and their
staffs) and adopted by the states, we are prohibited from underwriting our Medicare supplement policies for certain first-time purchasers. If a
person applies for insurance within six months after becoming eligible by reason of age, or disability in certain limited circumstances, the
application may not be rejected due to medical conditions. Some states prohibit underwriting of all Medicare supplement policies. For other
prospective Medicare supplement policyholders, such as senior citizens who are transferring to our products, the underwriting procedures are
relatively limited, except for policies providing prescription drug coverage.

Before issuing long-term care products, we generally apply detailed underwriting procedures to assess and quantify the insurance risks. We
require medical examinations of applicants (including blood and urine tests, where permitted) for certain health insurance products and for life
insurance products which exceed prescribed policy amounts. These requirements vary according to the applicant’s age and may vary by type of
policy or product. We also rely on medical records and the potential policyholder’s written application. In recent years, there have been
significant regulatory changes with respect to underwriting certain types of health insurance. An increasing number of states prohibit
underwriting and/or charging higher premiums for substandard risks. We monitor changes in state regulation that affect our products, and
consider these regulatory developments in determining the products we market and where we market them.

Our supplemental health policies are individually underwritten using a simplified issue application. Based on an applicant’s responses on the
application, the underwriter either: (i) approves the policy as applied for; (ii) approves the policy with reduced benefits; or (iii) rejects the
application.

Our life insurance produc