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TORCHMARK CORP. NYSE-TMK 52.89 11.4 12.2
12.0 0.60 0.8%

TIMELINESS 4 Lowered 12/31/04

SAFETY 1 Raised 4/22/05

TECHNICAL 3 Raised 2/4/05
BETA 1.00 (1.00 = Market)

2008-10 PROJECTIONS
Ann’l Total

Price Gain Return
High 80 (+50%) 12%
Low 65 (+25%) 6%
Insider Decisions

A S O N D J F M A
to Buy 0 0 0 0 0 0 0 1 0
Options 0 0 0 0 1 0 0 0 1
to Sell 1 1 0 2 3 2 1 1 1
Institutional Decisions

3Q2004 4Q2004 1Q2005
to Buy 112 126 122
to Sell 133 119 136
Hld’s(000) 75714 75096 75631

High: 24.8 22.6 26.1 42.8 49.8 38.0 41.2 43.3 42.2 45.8 57.6 57.5
Low: 16.2 17.1 20.1 25.0 31.8 24.6 18.8 32.6 30.0 33.0 44.6 50.1

% TOT. RETURN 6/05
THIS VL ARITH.

STOCK INDEX
1 yr. -2.4 9.9
3 yr. 40.8 54.6
5 yr. 114.8 68.6

CAPITAL STRUCTURE as of 3/31/05
Total Debt $912.8 mill. Due in 5 Yrs $349.8 mill.
LT Debt $692.0 mill. LT Interest $45.0 mill.
(LT interest earned: 17.0x) (17% of Cap’l)

Leases, Uncapitalized Annual rentals $3.4 mill.
Pension Assets-12/04 $180 mill. Oblig. $186 mill.

Trust Preferred Securities None

Common Stock 104,131,866 shs.
as of 4/27/05
MARKET CAP: $5.5 billion (Large Cap)
FINANCIAL POSITION 2003 2004 3/31/05

($MILL.)
Bonds 8102.8 8714.7 8738.9
Stocks 57.4 36.9 44.1
Mortgages 115.4 32.8 32.8
Other 5185.3 5467.8 5350.3
Total Assets 13460.9 14252.2 14166.1
Reserves 6204.2 6616.8 6709.5
Policy Claims 248.9 265.7 261.4
Other 3767.7 3949.9 3913.1
Total Liab. 10220.8 10832.4 10884.0

ANNUAL RATES Past Past Est’d ’02-’04
of change (per sh) 10 Yrs. 5 Yrs. to ’08-’10
Premium Inc 8.5% 10.0% 7.5%
Invest Income 7.0% 8.5% 8.5%
Earnings 7.5% 10.0% 8.0%
Dividends -3.0% -5.0% 7.5%
Book Value 13.0% 13.0% 10.0%

Cal- Full
endar Year

QUARTERLY INCOME ($ mill.)
Mar.31 Jun.30 Sep.30 Dec.31

2002 699.9 700.2 698.9 700.8 2799.8
2003 726.4 728.6 730.5 748.4 2933.9
2004 762.2 765.1 761.3 760.7 3049.3
2005 786.0 790 800 809 3185
2006 820 830 840 845 3335
Cal- Full

endar Year
EARNINGS PER SHARE A

Mar.31 Jun.30 Sep.30 Dec.31
2002 .85 .87 .89 .90 3.51
2003 .93 .95 .98 1.00 3.86
2004 1.03 1.05 1.08 1.07 4.23
2005 1.12 1.15 1.18 1.20 4.65
2006 1.21 1.25 1.28 1.31 5.05
Cal- Full

endar Year
QUARTERLY DIVIDENDS PAID B■

Mar.31 Jun.30 Sep.30 Dec.31
2001 .09 .09 .09 .09 .36
2002 .09 .09 .09 .09 .36
2003 .09 .09 .09 .11 .38
2004 .11 .11 .11 .11 .44
2005 .11 .11

1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002
7.09 8.00 8.54 9.13 9.19 9.58 10.62 11.39 11.78 12.81 14.27 16.19 18.03 19.27
1.94 2.26 2.39 2.60 2.52 2.31 2.66 2.90 3.10 3.36 3.39 3.74 4.00 4.39
1.29 1.48 1.57 1.79 1.88 1.86 1.90 2.24 2.39 2.29 2.45 2.82 3.11 3.51
.42 .47 .50 .54 .55 .56 .57 .58 .59 .58 .36 .36 .36 .36

5.01 5.48 6.43 6.91 8.93 8.69 11.09 11.69 13.80 16.51 15.10 17.43 20.32 24.11
158.57 153.94 152.29 147.02 147.57 143.07 143.33 139.39 140.04 136.85 132.00 126.39 122.89 118.27
274% 285% 270% 325% 304% 232% 183% 194% 252% 252% 213% 156% 188% 157%

10.6 10.6 11.1 12.6 14.5 10.9 10.7 10.1 14.6 18.2 13.1 9.6 12.3 10.8
.80 .79 .71 .76 .86 .71 .72 .63 .84 .95 .75 .62 .63 .59

3.0% 3.0% 2.9% 2.4% 2.0% 2.8% 2.8% 2.6% 1.7% 1.4% 1.1% 1.3% .9% 1.0%

1522.8 1587.5 1649.5 1753.6 1884.1 2046.2 2215.2 2279.0
381.9 404.6 433.6 459.6 447.3 472.4 491.8 518.6
162.8 213.7 199.4 2.3 6.4 d2.7 .0 2.1

2067.5 2205.8 2282.5 2215.5 2337.9 2515.9 2707.0 2799.8
1009.3 1058.1 1108.9 1150.3 1236.5 1339.5 1454.6 1524.1
36.8% 36.5% 35.0% 35.0% 35.5% 33.9% 34.2% 33.8%
271.9 318.5 337.7 324.3 328.3 361.8 390.9 424.0
80.4 86.9 91.9 95.6 101.2 107.3 111.7 117.3
9364 9801 10967 11249 12132 12963 12428 12361

1589.0 1629.3 1932.7 2259.5 1993.3 2202.4 2497.1 2851.5
17.1% 19.5% 17.5% 14.4% 16.5% 16.4% 15.7% 14.9%
12.0% 14.5% 13.2% 10.3% 14.1% 14.3% 13.8% 13.3%

30% 26% 24% 28% 15% 13% 12% 10%

2003 2004 2005 2006 © VALUE LINE PUB., INC. 08-10
21.08 22.90 25.30 27.30 Premium Inc per sh 32.90
4.94 5.35 5.95 6.40 Investment Inc per sh 7.90
3.86 4.23 4.65 5.05 Earnings per sh A 6.20
.38 .44 .44 .48 Div’ds Decl’d per sh B■ .60

28.75 31.68 34.70 38.15 Book Value per sh 51.30
112.71 107.94 102.00 99.00 Common Shs Outst’g C 95.00
138% 165% Price to Book Value 140%

10.3 12.4 Bold figures are
Value Line
estimates

Avg Ann’l P/E Ratio 11.5
.59 .66 Relative P/E Ratio .75

1.0% .8% Avg Ann’l Div’d Yield .8%

2375.8 2471.9 2579 2699 Premium Inc ($mill) 3124
557.3 577.0 605 635 Investment Inc ($mill) 750

.8 .4 1.0 1.0 Other Income ($mill) 1.0
2933.9 3049.3 3185 3335 Total Income ($mill) 3875
1590.1 1645.7 1715 1800 Benefits & Reserves ($m) 2090
34.6% 32.2% 34.0% 34.0% Income Tax Rate 34.0%
446.4 473.4 490 515 Net Profit ($mill) 600
125.3 133.1 140 145 Insur in Force ($bill) 165
13461 14252 14500 15000 Total Assets ($mill) 16500
3240.1 3419.8 3540 3775 Shr. Equity ($mill) 4875
13.8% 13.8% 14.0% 13.5% Return on Shr. Equity 12.5%
12.4% 12.4% 12.5% 12.5% Retained to Com Eq 11.0%

10% 10% 9% 9% All Div’ds to Net Prof 9%

Company’s Financial Strength A+
Stock’s Price Stability 95
Price Growth Persistence 80
Earnings Predictability 100

(A) Primary earnings through ’96; diluted oper-
ating earnings thereafter. Excludes realized
cap. gains/(losses): ’05, (3¢); ’04, 4¢; ’03,
(13¢); ’02, (33¢); ’00, (3¢); ’99, (51¢); ’97,

(17¢); ’96, 3¢; ’95, (3¢); ’93, (3¢); ’91, 2¢; ’90,
2¢. Excludes nonrec. gains/(losses): ’04, (8¢);
’01, (28¢); ’98, (20¢); ’96, (7¢); ’95, (91¢); ’93,
(3¢). Next earnings report due late July.

(B) Dividends historically paid in early Febru-
ary, May, August, and November.
■ Div. reinvestment plan available.
(C) In millions, adjusted for stock splits.

BUSINESS: Torchmark Corporation (formerly Liberty National In-
surance Holding Co.) is an insurance holding company. Principal
subsidiaries are Liberty National Life, Globe Life & Accident, United
American Insurance, American Income Life, United Investors Life.
Sells through both captive and independent agencies. Sold/spun off
Waddell & Reed (distributed United Investors insurance and

managed mutual funds), 1998. 2004 operating profits: life insur-
ance, 49%; health, 24%; Other, 27%. Approximately 4,420 employ-
ees, 6,700 stockholders. Off./dir. own 5.2% of common; AXA, 9.4%;
Dodge & Cox, 8.8% (3/05 proxy). Chrmn. & CEO: C. B. Hudson.
Inc.: DE. Addr.: 2001 Third Avenue South, Birmingham, AL 35233.
Tel.: 205-325-4200. Internet: www.torchmarkcorp.com.

Although Torchmark Corp.’s sales of
new policies in 2005’s first quarter
declined versus last year’s total, a ris-
ing agent count should lead to a
rebound later this year. Poor agent
recruiting in 2004 led to all of the compa-
ny’s life operations, except Direct
Response, posting sales declines in the
first quarter. Its health insurance business
also suffered, as Medicare supplement
sales dropped more than 20%. But Tor-
chmark’s new recruiting initiatives, espe-
cially its Internet recruiting, seem to be
paying off. More than 200 agents were
added during the quarter, and the compa-
ny expects agent growth to total 20% for
the full year. This increase should lead to
rising sales in the second half of 2005 and
in 2006. And together with the high level
of share repurchases that we expect over
this timeframe (see below), Torchmark’s
share earnings are likely to rise by close to
10% in each of these two years.
Changes in the company’s investment
strategy are likely. In order to increase
investment income, Torchmark has recent-
ly been purchasing lower-quality, though
higher-yielding, long-term bonds. But, be-

cause short-term rates have climbed more
than two percentage points over the past
year, and long-term yields have largely
remained unchanged, these longer-term
securities have lost much of their appeal.
In response, we expect the company to be-
gin purchasing higher-quality and shorter-
duration bonds. While this will somewhat
limit investment income, we believe the
current interest-rate environment provides
a good opportunity for TMK to increase
the quality of its investment portfolio.
Strong free cash flows should allow
Torchmark to continue repurchasing
its shares at a healthy clip. The compa-
ny will probably spend more than $300
million this year to reduce its share count,
and the heightened level of buybacks is
likely to continue through 2008-2010. In
fact, this alone may well lift share earn-
ings 5% annually over this timeframe.
These untimely shares have limited
potential for price appreciation
through 2008-2010. However, risk-averse
investors should find the stock’s strong Fi-
nancial Strength, Earnings Predictability,
and Price Stability ratings appealing.
Fritz R. Owens, CFA July 22, 2005

LEGENDS
11.5 x Earnings p sh. . . . Relative Price Strength

3-for-2 split 8/92
2-for-1 split 8/97
Options: Yes
Shaded area indicates recession
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