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SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 8-K

CURRENT REPORT

Pursuant to Section 13 or 15(d) of

the Securities Exchange Act of 1934

Date of Report (Date of earliest event reported): December 3, 2018
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Brighthouse Financial, Inc.

(Exact name of registrant as specified in its charter)


Delaware



001-37905



81-3846992


(State or other jurisdiction of incorporation)


(Commission File Number)


(IRS Employer Identification No.)



11225 North Community House Road

Charlotte, North Carolina



28277


(Address of principal executive offices)


(Zip Code)



Registrant’s telephone number, including area code:

(980) 365-7100

Not Applicable

(Former name or former address, if changed since last report)

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the following provisions:

o Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

o Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

o Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

o Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933 (§230.405 of this chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).

Emerging growth company o

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. o
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Item 7.01. Regulation FD Disclosure.

In connection with its investor outlook call, Brighthouse Financial, Inc. has prepared a presentation for use with investors and other members of the investment community. A copy of the presentation is attached hereto as Exhibit 99.1 and incorporated herein by reference.

In accordance with General Instruction B.2 of Form 8-K, the information in Item 7.01 and Exhibit 99.1 listed in Item 9.01 of this Current Report on Form 8-K shall not be deemed “filed” for the purposes of Section 18 of the Securities Exchange Act of 1934, as amended (the "Exchange Act"), or otherwise subject to the liability of that section, nor shall it be deemed incorporated by reference in any filing under the Securities Act of 1933, as amended, or the Exchange Act, except as shall be expressly set forth by specific reference in such a filing.

Item 9.01. Financial Statements and Exhibits.

(d) Exhibits

	Exhibit No.
	
	
	Description

	
	
	
	
	
	
	

	99.1
	
	
	Investor Outlook Call Presentation, dated December 3, 2018.

	
	
	
	
	
	
	



SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned hereunto duly authorized.


BRIGHTHOUSE FINANCIAL, INC.

	By:
	/s/ Lynn A. Dumais

	
	
	

	
	Name:
	Lynn A. Dumais

	
	Title:
	Chief Accounting Officer



Date: December 3, 2018
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Exhibit 99.1

December 3, 2018

Brighthouse Financial
Investor Outlook Call

Brighthouse

lllllllll





image5.png
Note regarding forward-looking statements

‘Thispresentation and ofher oralor wiln statements that we maks from time o time may contan nformation that ncludes of s based upon forward-looking siafoments witn the mearing of the Prvate
‘Securties Litigation Reform Actof 1995 Such forward-looking statements involve substantial isks and uncertainties. We have red. wherever possible, o dentiy such statements using words such as
“antiipate“estimate."“expect " project”may.” Wil coukd.” nfond.” ‘goal."argel,”“guidance, " forecast.*“objective.”“continue,”‘am."“plan.” ‘believe" and other words and ferms of simiar meaning,
or that are tied to future periods, in connection with a discussion of e operating or financial performance. I partcuar, these include, without imitation, statements reating o uture actons, prospecive.
senvices or products, uture performance or resuls of curtent and anficated services or products, sales efforts, expenses, the outcome of contingencies such as legal procesdings, ends i operating
‘and fnancial results, 2s wel a3 statements regarding the expected benefis of the separaton (the “Separation’) from MetLe, Inc. (MefLfe) and the recapitakization actors.

‘Any or ol forward-tooking statements may tum ou to be wrong. They can be affected by naccurate assumptons or by known or unknown rsks and uncertaintes. Many such factors wil be importantin
Getermining the actuai fuure results of Brighthouse Financial These statements are based on current expeciations and the culTent economic environment and invole a number of risks and uncertaintes.
that are difficut o predic. These siatements are not guarantses o future performance. Actual resuls could difer materially from those expressed or implied n the forwart-looking statements due t0.3
variety of known and unknown risks, uncertainties and other factors. Afough t 5 ot possible to dentiy il ofthese risks and factors, they include, among ofhers: diferences between actual experionce
and actuarial assumpsons and the effectveness of o actuarial modes; higher isk management costs and exposure 1o increased counterpary risk due to Quarantees within certain of our roducts;the
effectiveness of our exposure management sirategy and the impact o such strategy on net income volatity and negative effects on our statulory capial the additonal reserves we wil bo requied fo hokd
against our variable annuties as a esult of actuarialguidelines: 2 sustained period of Iow equiy markel prces and interestrates tht are lower than those we assumed when we issued our variable
‘annuity products; our degree of leverage due 1o indebledness incurred in connection with the Separation the effect adverse capial and credit market condilions may have on our abilty to meet liquidty
neods and our acess to capita; the impact of changes n egulation and in supenvisory and enforcement poicies on our nsurance business or ofher operations; the effectiveness of our risk management
policies and procedures; the avaiabity o rensusrance and the abilty of our counterparties to our reinsurance or indeminfication arangements (o perform their cbigations thereunder; heighiened
‘competion,inchuding with respect 1 service, productfeatures, scale, pice actual or perceived financial srengih, claims-paying raings, credi ratings o business capabilties and name recogniton:
changes in accounting standards, practces andior olicies applicabie o us; he abilty of our insurance subsidaries o pay dividends to U, and our abltyto pay Gividends to our shareholders; our abiy 0.
market and disribute our products trough distrbution channes: the impact of the Separation on our business and proftabilly due 1o MefL fe's strong brand and reputation the increased cost relted
replacing armangemens with MetLife with those of thi partes and incremental costs 35 3 public company; any failure of third partes 10 provide services we need, any faie of the practices and.
procedures of these third parties and any inabiity o cbtain information or assistance we nesd from tird paries. including MetLfe: whether the operationa, strategic and other benets of the Separation
can be achieved, and our abilty o implement our business sirategy: whether all or any porton of he Separaton tax consequences are not as expected. leading to materil additonl taxes or materal
‘adverse consequences to tax atributes that impact us; the uncerainty of the oulcome of any dispufes wih MefLife over tax.related or oiher matters and agreements incuding the potental of outcomes.
‘adverse o us that couid cause us to owe MeL e maeria ax reimbursements or paymens or disagreements regarcing MetLfe's or our obiigaions under our other agreements; he impact on our
business structure, proftabilty, cost of capita and flexbiity due torestrictions we have agreed [0 that preserve the tax ree reatment o certin parts of the Separaton; the poteniialmaterial negatie tax
impactof the Tax Cuts and Jobs Act and olher potenta future tax legisiaion that could decrease the value of our tax atibutes, lead 1 increased isk-based capital requirements and cause other cash
‘expenses, such as reserves, 1o increase materially and make some of our products less atiracive fo consumers; whether the disirbution o Brighthouse Financia,Inc. common stock to MelLie's
Stockhaiders in connection withthe Separation (Ihe “Distribution’) wil qualy for non-recognion treatment for U S. federal income tax purposes and poteniial indemrification 1o MetLfe f the Distrbution
oss notso qualy: ur abilty o itract and retain key personne: and ather factors descrbed from time 1o ime in documents that we fil wth the U.S. Securiies and Exchange Commission (the "SEC).

Forthe reasons descrbed abave, we caution you agains relying on any forward-tooking statoments, which shoukd also ba read in conjunction wih the oher cautionary statements incuded and th rsks,
uncertainties and other actors deniiiedin our Annual Repost on Form 10-K for the year ended December 31, 2017 and subsequent Quartery Reports on Form 10-Q, partcularly n the sections enlited
“Risk Factors” and “Quantiative and Quaitaive Disclosures About Marke Risk.” a5 wel 25 n our subsequent ings with the SEC. Further, any fonvarcHooking satement spesks only as of the date on
which t s made, 3nd we undertake 1o obligaton o update or revise any forvarcHooking satement o reflect svents o Circurstances after the date on Wich the statement s made o fo refectthe
ocourence of uranicipated events, except as otherwise may be required by law.

Non-GAAP financial information

T presentation s contins et e o st s o S e genray st i e Sttes of A, s o 35 GAAP. Reconcitons of
hest o GANP e mease o oo Gy camperalo GAAP e messe e o tcesstteonafrward ooking bais bocousewe bl & ot possoe WP
easonatio s o rovide et 1  ange et vt et and oases o et devav gin ad 0o, wich can Rkl S Teantywis s et and o
ot 1o parod and Ty v & meteria mpac ek i fos) avalaia o sharencers. ASJorl Sacunsion o o 15 o GAAP el fomatons nciuded e Apenc o
resa sk
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Agenda

« Company overview and business update Eric Steigerwalt
« Assumptions and key drivers Conor Murphy

« Balance sheet and variable annuity hedging Anant Bhalla

« Financial outlook Eric Steigerwalt
« Q&A All

Brighthouse 3
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Company overview and
business update
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Brighthouse — A Focused U.S. Retail Franchise
One of the largest U.S. life insurance companies offering annuity and
life products

Operating Model Financial Strength

$418B" $600M

Life Insurance In-Force Variable Ani

400+

Independent Distribution Partners

Brighthouse s
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Achieving and surpassing operational and financial
targets

Sales Results « Total annuity deposits up 40% year-over-year through 3Q 2018

+ Shield deposits up 38% year-over-year through 3Q 2018

Separation from « Exited over 100 Transition Services Agreements (TSAs) with MetLife as of
MetLife 3Q 2018

Variable Annuity + Managing VA business to CTE98+; VA assets more than $600 million
(VA) Capital above CTE98 as of 3Q 2018

+ Hedging strategy performing in line with expectations

Capital Return + $200 million stock repurchase authorization in 3Q 2018; ~$83 million
stock repurchased through November 2018

« Two years ahead of initial timeline

Brighthouse s
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Assumptions and key drivers
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Assumptions through 2021

« Variable annuity separate account returns of 6.5% annually
« 10-year U.S. Treasury of 3.06% (9/30/18) increasing to 3.45% (YE 2021)
« Capital return of $1.5 billion through 2021

« Early adoption of NAIC VA capital reform at year-end 2019 for statutory
reporting and risk-based capital

« Does not incorporate any changes to GAAP accounting

Brighthouse 9
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Strong annuity and life insurance sales expectations

Annuity deposits ($ billions) Key drivers
$8.0+ « Enhanced annuity product portfolio
+11% CAGR . . .
s + Annuity new business: mid-teens
$5.8-86.0 statutory internal rates of return

« Life insurance product launch
targeted for the end of 2018

« Life insurance deposits of $250+
million in 2021

« Diverse and mature independent
2018 2021 distribution network

« Distribution expansion opportunities

Brighthouse 0
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$125 million increase to net investment income
expected in 2020 from portfolio repositioning actions

Select general account asset classes’ Key drivers

« Targeting less than 10% U.S.
Treasuries allocation by end of 2019

U.S. Treasuries 19% !

Public Credit 30% 1 « Expectto increage allocation tc‘
spread assets, with an emphasis on

Structured Finance 17% ' private assets

Private Credit 12% 1 « Intend to maintain well-diversified,

Private Mortgages o Y high quality investment portfolio

“Percentage of book value total investments excluding cash and cash equivalents. Private morigages inciude commercial, agricultural and residential.

Brighthouse "
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$150 million run-rate corporate expense reduction by end
of 2020; $25 million further reduction targeted in 2021

Corporate expenses ($ millions) Key drivers
$1,046 i . 23(1):? of TSAs exited by the end of
T~ "%900 _gg75
+ Investment portfolio asset manager
transition beginning in early 2019
« Simplified business processes
« Agreement with DXC Technology
(December 2017)
First twelve months 2020 2021
post-separation

Brighthouse 2
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Balance sheet and VA hedging
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Balance sheet strength in market shocks

As of 9/30/18, with $1B VA deductible

Equity Markets Interest Rates

-40% -10% +10% -100 bps +100 bps

Z:;ifgl'iez :{i‘g’:‘i‘y CTE98+  CTE98+  CTE98+  CTE97+  CTE98+
axciudingaoor t t . t s

Brighthou:

se 1
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Significant reduction in expected VA hedging costs

VA deductible and hedge gain/(loss)
($ billions) Key drivers

« Reduction in annual hedge losses

$20  $20 of ~§$800 million by 2021 in Base
Case Scenario
°
% $1.5 « Driven by further increase of
3 - $1.2 deductible from $1.2 to $2 billion
o by 2020
=
« Supports capital return and
improved GAAP net income
« Incorporates NAIC VA capital
2018 2019 2020 2021 reform
Hedge

gainl(loss)  ~($1.8) ————————> ~($1.0)

Note: See Appendix fordefnitn of Base Case Scenario.
Brighthouse
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Financial outlook
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Meaningful improvement in financial outlook and key

drivers

2018
Financial « ~8% adjusted return on equity’
Outlook

(less notable + $8.50 - $9.00 adjusted earnings per
items) share!

Key + $5.8 - $6.0 billion of annuity deposits

Drivers
+ 60+ TSA exits

2021

+~11% adjusted return on equity’

« ~8% return on equity, excluding AOCIZ (on
a GAAP net income basis)

+ Low double digit % annual growth of
adjusted earnings per share’

+ $8.0+ billion of annual annuity deposits;
$250+ million of annual life insurance
deposits

« $125 million increase in run-rate net
investment income

+ $175 million reduction in run-rate
corporate expenses

« Targeting 100% of TSAs exited

‘See Appendx for definitions and information regarding non-GAAP measures. Reconciiations of these non-GAAP financial measures (o the most directly comparable

‘GAAP financial measures are not accessible on a forward-ooking basis.
20n a GAAP basis and does ot exclude notable tems.

Brighthouse

7
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Non-GAAP and Other Financial Disclosures

Our definiions of the non-GAAP and other firancial measures may difer from those used by other companies.

Non-GAAP Financial Disclosures

We present certain measures of our performance that are not calculated in accordance with GAAP. We believe that these non-GAAP financial measures highiight our results
of operations and the underlying profitabilty drvers of our business, as well 2s enhance the understanding of our performance by the investor communty.

“The following non-GAAP financial measures, previously referred to as operaling measures, shoukd not be viewed as substittes for the most directly comparable firancial
‘measures calcuiated in accordance with GAAP:

‘Most directy comparable GAAP financial measures:
et income (loss) avaiiabl to sharcholders (1)
netincome (oss) avaiiable o shareholders (1)

‘adjusted eamings, less notable ftems

‘adusted revonves @ Roverues

() adusted expenses () Ewenses

() adusted eamings per common share () eamings per common share, diuted (1)
() adjusted eamings per common share, less notabl ftems. () amings per common share, diuted (1)
() adusted retum on equity () retum on equity

(i) adusted retum on equily,less notabie fems (i) rotum on equty

() adusted nat invstment income. (0 netinvesimentincome

1) Brighthouse uses net income (1oss) available to sharehoiders (o refer (o net income (Ioss) available 1o Brighthouse Financial, Inc's common sharehoiders, and net income
(1oss) available to sharehoiders per common share to refer to earings per common share, dluted.

Reconciliations to the most directly comparable historical GAAP measures are included for those measures which are presented herein. Reconciliations of these non-GAAP
fnancial measures 1o the mos? directy comparable GAAP firancial measires are not 3ccessile on a loard-looking basis because we believe i not possile wihout
unreasonabe efforts t provide other han a range of et investment gains and osses and net dervative Gains and losses. which can fluctuate signficantly witin or outside the
range and from period to period and may have a material impact on net income (loss) available to sharehoiders.

Adjusted Eamings, Adjusted Revenues and Adjusted Expenses
Adjusted eamings, which may be posiive or negative, is used by management 1o evaluate periormance, allocate resources and faciitate comparisons 10 industry resuts.

“This financial measure focuses on our primary businesses principall by exciuding () the impact of market volatity, which could distort trends, and (i) businesses that have
been or will be s0id or exted by us, referred to s divested businesses.

Brighthouse B
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Non-GAAP and Other Financial Disclosures (Cont.)

Adjusted eamings reflects adjusted revenues less adjusted expenses, both net of income tax. and excludes net income (loss) attributable 1o noncontroling interests. Provided
below are the adjustments to GAAP revenues and GAAP expenses used to calculate adjusted revenues and adjusted expenses, respectively.

“The following are significant tems excluded from total revenues, net of income tax, in calculating the adjusted revenues component of adjusted eamings:
+ Netinvestment gains (losses):
+ Nt dervative gains (losses), except eamed income on derivatives that are hedges of invesiments or that are used 10 replicate certain investments, but do not
qualfy for hedge accounting treatment (Investment Hedge Adjustments"), and
+ Amortization of uneamed revenue related to net investment gains (ioss) and net derivative gains (losses) and certain variable annuity GMIS fess (‘GMIB Fees") .
“The folowing are signifiant tems excluded from total expenses, net of income tax, in calculating the adjusted expenses component of adjusted earmings:
= Amounts associated with benefits and hedging costs related to GMIBS (GMIB Costs")":
+ Amounts associated with periodic crediing rate adjustments based on the total retum of a contractually referenced pool of assets and market value adjustments
associated with surenders or terminations of contracts (‘Market Value Adjustments’); and
+ Amorization of DAC and VOBA related 1o () net investment gains (losses), (i) net derivative gains (losses) ('NDGL), (i) GMIB Fees and GMIB Costs and ()
Market Value Adjustments').
‘The tax impact of the adjustments mentioned is calculated net of the U.S. statutory tax rate, which could diflerfrom our effective tax rate.
‘Consistent with GAAP guidance for segment reporting, adjusted eamings is also our GAAP messure of segment performance.
 Collectively, amounts related to GMIB, excluding amounts recorded in NDGL, may be referred o a5 “GMIB adjustments.”
‘Adjusted Earnings per Common Share and Adjusted Return on Equity

Adjusted eamings per common share and adjusted retum on equity are messures used by management to evaluate the execuion of our business strategy and align such
strategy with our sharehoiders' interests.

Adjusted eamings per common share is defined a5 adjusted eamings for the period divided by the weighied average number of ull diuted shares of common stock
outstanding forthe period.

Adjusted retum on equity s defined as total annual adjusted eamings on a four quarter raling basis, divided by the simple average of the most recent five quarters of total
Brighthouse Financal, Inc s stockhoiders’ equity, excluding accumulated ofher comprehensive income (AOCT).

‘Adjusted Net Investment Income
We present adjusted net investment income 1o messure our performance for management purposes, and we believe t enhances the understanding of our investment portioio

resaults. Adjusted net investment income represents ne investment income including investment hedge adjustments and exciuding the incrementalnet investment income from
cses.

Brighthouse 2
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Non-GAAP and Other Financial Disclosures (Cont.)

Other Financial Disclosures
Corporate Expenses

Corporate expenses includes functional depariment expenses, public company expenses, certain investment expenss, relicement funding and incentive compensation; and
‘excludes establishment costs.

Notable items
Certain of the non-GAAP measures described above may be presented further adjusted to exclude notable items. Notable tems reflect the impact on our resuls of certain
‘unanlicpated lems and events, as well as certain tems and evens that were antipated, such as estabishment costs. The presentation of notable items and Non-GAAP measures,
less notable items is infended to help investors better understand ou results and to evaluate and forecast those results.
Book Value per Common Share and Book Value per Common Share, excluding AOCH
Brighthouse uses the term “book value" to refer to “stockholders’ equit.” Book value per common share s defined 2s ending Brighthouse Financial, Inc-'s stockholders' equity.
including AOCI, diided by ending common shares outstanding. Book value per common share, excluding AOCI, is defined as ending Brighthouse Financal, Inc.s stockholders'
‘equty, exclucing AOCI, dvided by ending common shares oustanding.
CcTE9s.

(CTE95 is defined as the amount of assets required o satisfy contract holder obligations across market environmens i the average of the worst 5 percent of 1,000 capital market
‘scenarios over the ffle of the contracts.

crESs

(CTES8 is defined as the amount of assets required to satsfy contract holder obligations across market environments i the average of the worst 2 percent of 1,000 capital market
‘scenarios over the lfe of the contracis.

Holding Company Liquid Assets
Hokding company liquid assets inciude liquid assets in Brighthouse Financial, Inc., Brighthouse Holdings, LLC, and Brighthouse Services, LLC. Liquid assels include cash and

‘cash equivalents, shortterm investments and publicy iraded securies excluding assets that are pledged or othensise commitied. Assets pledged or othenwise commitied include
‘amounts received in connection with dervatives and collateralfirancing amangements.

Brighthouse 2
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Non-GAAP and Other Financial Disclosures (Cont.)

Other Financial Disclosures (cont.

Deposits

Life insurance and annuity deposits consist of 100 percent of irect statutory premiums, except for fixed indexed annuity deposit distrbuted through MassMutual that consist of 90

percent of gross deposits. Annuty deposits excluds company sponsored intemal exchanges. These deposits staistics do not Coespond (o revenues under GAAP, but are used as
relevant measures of business actvy.

Net Investment Income Yield

Similar o adjusted net investment income, we present net investment income yields as a performance measure we believe enhances the understanding of our investment,
resalts. Net investment income yields are calculated on adjusted net investment income as a percent of average quarterly assel carmying values. Assel carmying values exclude
‘unreaized gains (losses). colateral received i connection with our securiies lending program, reestanding derivative assets, collateral received from derivative counterparties.
the effects of consolidating under GAAP certain VIES that are treated a5 CSES.

Adjusted Statutory Earnings
/\stad sttty somings s 8 massurs of our ineurance comparies sty ey Raurs ektoulons n s refecive of helhercurhedoig program Rrchons e ianded

justed siatutory earmings is calculated 2s statutory pre-{ax income less the change in the varable annuities reserve methodology (Actuarial Guideline 43) while including the
‘change in both the reserve and capital methodology based CTE9S calculation. as well as unrealized gains (losses) associated with the variable annuities risk management strategy.

Brighthouse 2
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Base Case Scenario definition

Annual Separate Account Fund 10-Year U.S. Treasury Rate

Return
Mean reversion of 10-year UST
6.5% per year to 4.25% over 10 years
‘Source: Brighthouse Financial 2017 Form 10-K, fled March 2016,
Brighthouse %
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