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KEMPER CORPORATION REPORTS THIRD QUARTER 2012 RESULTS

CHICAGO - (Business Wire) - Kemper Corporation (NYSE: KMPR) reported today net income of $55.6 million ($0.95
per share) for the third quarter of 2012, compared to net income of $2.0 million ($0.03 per share) for the third
guarter of 2011. Consolidated net operating income' was $24.6 million (50.42 per share) for the third quarter of
2012, compared to consolidated net operating income of $7.1 million (50.12 per share) for the third quarter of
2011.

Three Months Nine Months
Ended Ended
Sep 30, Sep 30, Sep 30, Sep 30,

(Dollars in millions, except per share amounts) (Unaudited) 2012 2011 2012 2011
Consolidated Net Operating INCOME! ..........ouvveeeeeeeeeeeeeeeee oo eeeen S 246 S 71 S 572 S 230
Income from Continuing OPerations ........cccccveeeecieeeiciee e e 55.6 1.1 93.5 36.7
NEE INCOME .t e e e e et e e e e e e s ree e e e e s s e nannnee 55.6 2.0 101.5 50.2
Impact of Catastrophe Losses and Loss Adjustment Expense (LAE) on Net

INCOME ..ottt ettt et e et e beebe e b e eabesaaesaeas S (80) S (278 S (51.7) S(101.9)
Basic Net Income Per Share From:

Consolidated Net Operating INCOMEY .......ovoveeereeeeeeeeeeeeeeeeeeeeee e eeee e seeees S 042 S 012 $§ 09 S 0.38

ContinUING OPEratioNS ...cccciiiiiiiiiiiiiiieieeiereeereree e s e rerererererererarereren 0.95 0.01 1.57 0.61

NEL INCOME <o 0.95 0.03 1.71 0.83
Impact of Catastrophe Losses and LAE on Net Income Per Share.......................... S (0.14) S (0.46) S (0.87) S (1.68)

“Our results in the third quarter improved significantly over last year, as we benefited from lower catastrophes,”
commented Donald G. Southwell, Kemper's Chairman, President and Chief Executive Officer. “We continued to
implement planned price increases across our Property & Casualty businesses and selectively reduced exposure,
especially in homeowners.”

“Our Life and Health segment delivered another quarter of solid performance, despite the low interest rate
environment. The Reserve National business continued its shift to products that are less impacted by national
health care reform,” added Southwell.

“On the capital front, we repurchased $20 million of common stock in the third quarter. In addition, we generated
S50 million of realized gains, taking advantage of attractive pricing for tax-exempt municipal securities. As we
announced earlier in the quarter, we are evaluating strategic options for the Kemper Direct segment and are on
track to complete this evaluation by year-end,” concluded Southwell.

' Consolidated net operating income is an after-tax, non-GAAP financial measure. See “Use of Non-GAAP Financial Measures”
for additional information.



Highlights

e Kemper Preferred filed for overall rate increases of 6 percent in personal auto and nearly 9 percent in
homeowners and continued to take actions to reduce exposures in the highest catastrophe prone areas.

e Kemper Specialty grew commercial automobile earned premiums 9 percent over third quarter 2011
through product enhancements and better agency engagement. This marks the third consecutive quarter
of growth in this line of business.

e Kemper Home Service Companies continued its planned dwelling run-off; policies in force are down 9
percent from approximately 51,000 policies at the beginning of the year. Home Service expects to reduce
dwelling policies in force an additional 11 percent by year-end.

e Reserve National reported stable quarterly accident and health earned premiums of $34.0 million, which
included a 48 percent increase in earned premiums on its expanded supplemental product offerings,
offsetting a 16 percent anticipated decrease in its hospitalization products.

Capital

During the quarter, Kemper repurchased nearly 650,000 shares of common stock at a cost of $20.0 million and
paid dividends of $14.1 million. Year to date, Kemper repurchased over 2.0 million shares of common stock at a
cost of $60.7 million.

Kemper ended the quarter with a book value per share of $37.78, and a book value per share excluding unrealized
gains on fixed maturities of $31.19, up from $36.42 and $30.19, respectively, at the end of the second quarter.

At the end of the third quarter, Kemper Corporation held cash and investments of $214.7 million, and its $325
million revolving line of credit was undrawn.

Revenues

Total revenues were $645.6 million for the third quarter of 2012, compared to $592.8 million in 2011, driven by
net realized gains on sales of $50.9 million in the current quarter, compared to net realized losses on sales of $4.2
million in 2011. The company took advantage of attractive pricing and sold $320.1 million of tax-exempt municipal
securities for tax planning and other portfolio management purposes.

Earned premiums were $527.3 million for the third quarter of 2012, compared to $543.0 million in 2011. Earned
premiums decreased predominantly from planned reductions at Kemper Direct, which declined by $14.1 million.

Net investment income was $70.4 million in the third quarter of 2012, an $11.8 million increase from 2011, driven
by $13.1 million lower net investment losses from equity method investments. The investment portfolio generated
a pre-tax equivalent annualized book yield of 5.3 percent for the third quarter of 2012.

Segment Results

Unless otherwise noted, (i) the segment results discussed below are presented on an after-tax basis, (ii) prior year
development includes both catastrophe and non-catastrophe losses, (iii) catastrophe losses exclude the impact of
prior year development and (iv) underlying loss ratio includes loss and loss adjustment expenses. The impact of
current year development is included in the underlying combined ratio. Current year development represents
prior quarter development for a given current accident year.



Three Months Ended Nine Months Ended
Sep 30, Sep 30, Sep 30, Sep 30,

(Dollars in Millions) (Unaudited) 2012 2011 2012 2011
Segment Net Operating Income (Loss):

KEMPEI Preferr@d ....ocuvecveecreiiieetecte ettt ettt et ettt et b et saresaeeenis S 84 S (8.3) S 85 S§ (30.3)

KeMPEr SPECIAILY oo e 2.7 5.7 4.0 15.4

[T 00 o 1T B 11 =Y ot SRR 1.5 (1.7) (2.7) (10.4)

Life and Health INSUraNCe .....ceovieiiiieeeeccec e 19.2 19.7 66.5 67.7
Total Segment Net Operating INCOME .......ovveeeiiiiiiiiiieiee e 31.8 15.4 76.3 42.4
Corporate and Other Net Operating LOSS ......ccccueeeeiviereesiiieeeniieeesieeeeeieee e (7.2) (8.3) (19.1) (19.4)
Consolidated Net Operating INCOME .....cccuvvieiciiiee e 24.6 7.1 57.2 23.0
Net Income (Loss) From:

Net Realized Gains (Losses) on Sales of Investments .........ccceecveeeveercieeecieennne 33.0 (2.7) 38.9 18.0

Net Impairment Losses Recognized in Earnings .......ccccceeeecveeevvveeeecneeeenneen. (2.0) (3.3) (2.6) (4.3)
Income from ContinUING OPEratioNs ........cveeveeereeireeeeieeireesteesteeseeeseseseeeteenreens S 556 § 11§ 935 S 36.7

Kemper Preferred reported net operating income of $8.4 million for the third quarter of 2012, compared to a net
operating loss of $8.3 million in 2011. The current quarter results included $6.1 million of catastrophe losses and
$1.6 million of favorable prior year development, compared to the third quarter of 2011, which included $26.6
million of catastrophe losses and $6.1 million of favorable prior year development. Results also included $1.2
million of higher net investment income. The underlying combined ratio was 97.1 percent in the third quarter of
2012, compared to 96.6 percent in 2011. Higher auto liability frequency and higher physical damage severity was
offset by lower fire losses and lower non-catastrophe weather losses in homeowners.

Kemper Specialty reported net operating income of $2.7 million for the third quarter of 2012, compared to $5.7
million in 2011. Kemper Specialty's underlying combined ratio was 103.2 percent in the third quarter of 2012, an
increase of 3.8 percentage points, driven by the impact of current year development and a higher expense ratio.
Excluding the change in current year development, the total underlying loss ratio was relatively flat, with improved
personal auto results driven by higher average premium, offset by an increase in the commercial auto underlying
loss ratio driven by higher frequency. The insurance expense ratio increased 1.0 percentage point, largely related
to technology initiatives.

Kemper Direct reported net operating income of $1.5 million for the third quarter of 2012, compared to a net
operating loss of $1.7 million in 2011. The segment continued to reduce under-performing business as it explores
strategic options. The current quarter results included $0.3 million of catastrophe losses, compared to $1.4 million
in 2011. Both periods included $3.5 million of favorable reserve development. The underlying combined ratio
improved 1.1 percentage points as lower marketing expense was partially offset by a higher underlying loss ratio.

Life and Health Insurance reported net operating income of $19.2 million for the third quarter of 2012, compared
to $19.7 million in 2011. Results included $1.8 million higher catastrophe losses, $1.0 million higher insurance
expenses and $1.7 million higher policyholder benefits for life insurance, which were partially offset by $3.3 million
higher net investment income and $0.8 million lower non-catastrophe losses.

Corporate and Other net operating loss decreased $1.1 million for the third quarter of 2012, primarily related to
$1.2 million higher unallocated investment income, offset by $0.5 million higher retirement benefits.



Unaudited condensed consolidated statements of income for the three and nine months ended September 30,

2012 and 2011 are presented below:

Three Months Ended

Nine Months Ended

Sep 30, Sep 30, Sep 30, Sep 30,

(Dollars in millions, except per share amounts) 2012 2011 2012 2011
Revenues:

EQrNE0 PrEmMIUMS .eeeeeee ettt eee e et e e et e e eeete e e s eeeseseeeeesaaeeeeareeesaneneeesaneeens S 5273 $ 5430 S$1,58.3 $1,637.1

Net INvestment INCOME ....coooiiiiiiiiii e 70.4 58.6 223.0 222.7

OtEr INCOME eiiiiiieiiecie ettt s ste e s be e sbe e sabe e steesabeesseenane 0.2 0.4 0.6 0.8

Net Realized Gains (Losses) on Sales of Investments ........ccccccceevveeeeeveeeennnen.. 50.9 (4.2) 59.9 27.8

Other-than-temporary Impairment Losses:

Total Other-than-temporary Impairment LOSSES ........cccvveeveerveenveesveennneens (3.2) (5.0) (4.1) (6.7)
Portion of Losses Recognized in Other Comprehensive Income.................. — — — —

Net Impairment Losses Recognized in EQrnings .......ccccecveeveeeireeeveescveesineennne (3.2) (5.0) (4.1) (6.7)
TOtAl REVENUES ...ttt ettt et s e e s s eabaae e e e e e esennes 645.6 592.8 1,865.7 1,881.7
Expenses:

Policyholders’ Benefits and Incurred Losses and Loss Adjustment Expenses. 368.7 399.6 1,169.1 1,269.0

INSUFANCE EXPENSES ....eeviiiiiiiiiiiiiicc e 172.7 176.8 502.8 513.5

Interest and Other EXPENSES .....ccccvveieeiiieeiiieee ettt eetre e esvee e siree e e eanae e e 22.7 214 65.4 62.0
TORAI EXPENSES ......cevieieniiiieeeiiee ettt rtee ettt eeette e e sae e e s be e e e sate e s snaeeesrasaeeenns 564.1 597.8 1,737.3 1,844.5
Income (Loss) from Continuing Operations before Income Taxes.................... 81.5 (5.0) 128.4 37.2
Income Tax Benefit (EXPENSE) ..ccceeecuieeieeiiiiecie ettt (25.9) 6.1 (34.9) (0.5)
Income from Continuing Operations ..............ccccccvveieiiiii e 55.6 1.1 93.5 36.7
Income from Discontinued Operations ........ccccceveeeeveeriieenieeniiee e — 0.9 8.0 13.5
NEE INCOMIE ..ottt e et e e et e e e e eeesesaaeesaereeessaseeeesaseeesasreeesaas S 556 20 § 1015 S 50.2
Income from Continuing Operations Per Unrestricted Share:

BaaSHC i iteiee ettt e e e — e e e e b et e se it e e e sahateeeaaeeesaaaeeesaraeeeas S 095 0.01 S 157 § 0.61

DIULEA evvveeevveeseeees st $ 095 $ 001 $ 156 S 061
Net Income Per Unrestricted Share:

BaSiC coiiiiiiii i, S 0.95 0.03 $ 1.71 S 0.83

DIULEA cvvveoeeveeseeees et $ 095 $ 003 $ 170 S 083
Dividends Paid to Shareholders Per Share ............ccooveeeeeveeeeeeeeeeeeeee e S 024 024 S 072 $ 0.72




Unaudited business segment revenues for the three and nine months ended September 30, 2012 and 2011 are
presented below:

Three Months Ended  Nine Months Ended
Sep 30, Sep 30, Sep 30, Sep 30,

(Dollars in Millions) 2012 2011 2012 2011
REVENUES
Kemper Preferred:

EQrN@0 PrEMIUMS .eeeeeieeeieeeeeeeeeeeeee e et eeeeeeeeseeeeeeseeeeseaseeeeseseseessaeeessanreresanns S 2229 $§ 2165 S 6559 S 6428

Net Investment INCOME ..., 10.8 8.2 336 37.8

Other INCOME .eeiiiiieeie ettt e sbe e e sba e e sbe e e sbaesaee s 0.1 0.1 0.3 0.2
Total KEMPEr Preferred ...ttt ettt et e 233.8 224.8 689.8 680.8
Kemper Specialty:

EQrned PremilmS ..oooieeiieiiieeiie ettt ettt st st e st sabeesanee e 103.9 111.0 317.3 336.7

Net INVestMent INCOME ...t e e e 4.5 3.7 14.4 17.5

(0] d o 1T gl [ Tole 1 o [ NPT 0.1 0.2 0.2 0.4
Total KEMPEr SPECIAITY ....eieeeeee et 108.5 114.9 3319 354.6
Kemper Direct:

EQrNed PremilMS ...ooiiiiiieieiiiecrieee st e e et e s ette e siee e e ssiie e e ssaee e s sveeeesnnbaeesnnns 40.3 54.4 131.2 171.8

Net INVestMent INCOME .......eeiiiiiiee e e 3.4 2.8 10.7 13.6

Other INCOME .neiiiiieeie ettt et e e sbe e e sbaeebe e enbaeeneeen — 0.1 — 0.1
Total KEMPEE DIFECE ....eiiiiieiieiiee ettt 43.7 57.3 141.9 185.5
Life and Health Insurance:

EQrned PrEMIUMS ..oiivieiiiiiiiieciie et sieeesiee st sre e st e s aeesbeesbeesabeesbeessbaesnseenes 160.2 161.1 481.9 485.8

Net Investment INCOME ..., 48.1 42.5 153.5 147.3

Other INCOME .eeiiiiieeee ettt et sba e e sbe e s baeenaee s - - 0.1 0.1
Total Life and Health INSUraNCe .....c.eivviviiiiiiiecec e 208.3 203.6 635.5 633.2
Total SEEMENt REVENUES .........cc.evieieiiiiiiie ettt e e s are e s 594.3 600.6 1,799.1 1,854.1
Net Realized Gains (Losses) on the Sales of Investments.........ccccceevcveeeeiiieennns 50.9 (4.2) 59.9 27.8
Net Impairment Losses Recognized in EQrnings .........cccceeecveeeeeciieeecieeeeesiveeeenns (3.2) (5.0) (4.1) (6.7)
01 V=T PRSPPI 3.6 14 10.8 6.5
TOtal REVENUES ......ooiieiiiiiieecieeetee sttt sttt sttt st e st st esbeesars $ 6456 $ 592.8 $1,865.7 $1,881.7



KEMPER CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
(Dollars in millions)

(Unaudited)
Sep 30, Dec 31,
2012 2011

Assets:
Investments:

Fixed Maturities @t FAIr VAIUE .....oooceeiiiieieeeeeee ettt ettt e et e e sttt e e e s ba e e e enae e e sneeas S 4,7256 S 4,773.4

Equity Securities at Fair VAlUE .......cccuueiiiiiieece sttt e e e e e e e e e e 545.7 397.3

Equity Method Limited Liability Investments at Cost Plus Cumulative Undistributed Earnings... 267.3 306.3

Short-term Investments at Cost which Approximates Fair Value.........ccccceevieeniiiniiiniiinieenieee 297.3 247.4

Other INVESTMENTS ..eeeiiiiieiee ettt sttt st e st e s e e st e sabeesabeesabeesabeesabeesaneens 500.1 498.3
TOTAl INVESTMENTS .oeiiiiiiiiiiiiiee ettt e e e st e e e et e sbb b e e e e e e seababeeeeeeesessbsbeeeseessessrbaareesens 6,336.0 6,222.7
(671 3 OSSR PP 318.7 251.2
Receivables from POICYNOIAELS ........vvei et e et e e e eneae e e seneeean 385.6 379.2
OthEr RECEIVADIES ..oiiiiiiiiiiiieeee ettt ettt s e e sate e sateesbee e sbteebaeessteenbeeenaseenseas 207.6 218.7
Deferred Policy ACQUISITION COSES ....ccueiiiiiiiieiiieiie ettt ettt et be e e sbaeenee s 306.8 294.0
GOOAWI Il ettt ettt e b e ettt e b e e st e e e bt e e bt e st e e e nbeesabeeeabeesabaesbeesbaesaseas 311.8 311.8
Current and Deferred INCOME TAX ASSEES ...iiviiiiieiriiirieerieeste et steesaeeseessbeeesaeeebaeessaeesbeeesseesnnes 0.1 6.4
(0] 1 o [T XYY PSPPI 254.2 250.7
TOTAI ASSEES ettt e et e e e et e e e e et e e e e et e e e eaeee s e e et e aeae e et eaaee e et eaaree et enereeanaeenaneeaneeens S 81208 S 7,934.7
Liabilities and Shareholders’ Equity:
Insurance Reserves:

LIfE @N0 HEAIEN <.ttt e e e e e et e s e e eeeseaeee e e aeeesaaeseeesaneteesaseeesanneeeesaneens S 3,1498 § 3,102.7

Property @and CasUalty ......ccoeieiiiieiiieiieeste ettt ettt s be e e naee e 981.8 1,029.1
TOTAl INSUTGNCE RESEIVES ..uvvvveiieiiieiiriieiieeeeeeitttreeeeeeesebareeeeeeeeestbarereeeseeesasreseeeeseesastaareeeeeeesssrareeeeas 4,131.6 4,131.8
UNEAINE PreMIUMS ..eviiiiiiieeieiite ettt e ettt e e ettt e e sttt e e e st e e s sabe e e sbbeeessabaeeseasbeeesabbeeesnabaeesaastaessasseeenns 674.3 666.2
RE] o111 A T=T e ol [ Tolo Y0 o VI - D= S 59.1 6.2
Notes Payable at AMOrtized COSt ....cuiiiiiiiiie e cee ettt e e et e e e eaer e e e st e e e e are e e ensaeeesnraeaeas 611.2 610.6
Accrued Expenses and Other Liabilities .........uueeiiiiieiiiiieicec e evrere e e 440.1 403.3
B o] =1 IR E-] o111 A =T USSP 5,916.3 5,818.1
Shareholders’ Equity:
COMIMON SEOCK ettt et e e st e e sttt e e s s bt e e e s abe e e sabaeessabaeeessbaeesansaeas 5.8 6.0
Paid-in CApital .eeeoeeeeieeiieee ettt st e st sa e s an e sa bt e an e e sareenareens 722.8 743.9
20 =TT 1Yo o T a1 Y= 1,130.8 1,108.7
Accumulated Other Comprehensive INCOME .......coo i e e e e e e e e 345.1 258.0
Total Shareholders” EQUILY ...ccoveiiiiiiiiiiieee ettt sttt sttt e b e b e earee s 2,204.5 2,116.6
Total Liabilities and Shareholders’ EQUITY .....ccvcveieeireeiieireieeceeete et eteeereesteesreereenresaeesreeneenne S 81208 S 7,934.7




Unaudited selected financial information for the Kemper Preferred segment follows:

Three Months Ended

Nine Months Ended

Sep 30, Sep 30, Sep 30, Sep 30,
(Dollars in Millions) 2012 2011 2012 2011
Results of Operations
NEt Premiums WEIEEEN oeeeeeeeeeeee et et e et e e et eeeeaeeeseeeeessraeesaereessaeeeeeas S 2379 $ 2333 S 6779 S 657.6
Earned Premiums: -
AULOMODIIE .ottt $ 1305 $ 1285 S 3851 S 383.0
HOMEOWNEIS .ttt e e et e e e e e et e e e e e s e ansreeeeeeeas 78.4 743 229.4 219.6
(04 o [T o =T 5o o - PSRRI 14.0 13.7 41.4 40.2
Total Earned Premilms .o..eiceeeiieeeieesieeeie ettt ste st esareesaseesaeee s 222.9 216.5 655.9 642.8
Net INVeStMENt INCOME ....coiiiiiee e e 10.8 8.2 33.6 37.8
(04 o 1T ol T Tolo 1 o[ RSP PRPI 0.1 0.1 0.3 0.2
TOLAl REVENUES ..cooniiiiiiieiieeite ettt ettt et sae e e sbt e e saae e sbaeenaeeens 233.8 224.8 689.8 680.8
Incurred Losses and LAE related to:
Current Year:
Non-catastrophe Losses and LAE ........ccccoeeeeieeeiiieeeeiee e cvee e 154.0 148.9 448.8 435.8
Catastrophe Losses and LAE .........ccueeeeiiiieeiiiee e et eetee e e ieeeeeiree e 9.4 40.9 62.7 137.8
Prior Years:
Non-catastrophe Losses and LAE ........ccccoeveuieeeiciieeeeiiee e e (0.8) (7.9) (3.1) (11.6)
Catastrophe Losses and LAE .........ccveeeeiiiieeiiiiee et eeevee e e etvee e (1.6) (1.5) (6.0) (3.8)
Total Incurred LOSSES @Nd LAE ........ooveiiiiieiiiieeeeitee et sivee et e s s e 161.0 180.4 502.4 558.2
INSUFANCE EXPENSES ..ccvviiiiiiiiiiiiiiiiiieiiieieeereteeererererererereeererererererereseserererereseserenens 62.4 60.5 183.0 179.1
Operating Profit (LOSS) ...ccccueieiiiieeeciieeeeciee ettt e e et e e et e e e et e e earaeas 104 (16.1) 4.4 (56.5)
Income Tax Benefit (EXPENSE) ..cccveicieieiieiiiiecie ettt (2.0) 7.8 41 26.2
Segment Net Operating INCOME (LOSS) ...eovveveveeeeeeeeeereeeereerecee e ere et sreenes S 84 S (83) S 85 $ (30.3)
Ratios Based On Earned Premiums
Current Year Non-catastrophe Losses and LAE Ratio.........ccceccveeivciieeeeiiieennns 69.1% 68.7% 68.4% 67.8%
Current Year Catastrophe Losses and LAE Ratio........cccceeveeeeciieeeciieeeeciieeeens 4.2 18.9 9.6 21.4
Prior Years Non-catastrophe Losses and LAE Ratio.......ccccceveveeeeriiieeincienevnnnn, (0.4) (3.6) (0.5) (1.8)
Prior Years Catastrophe Losses and LAE RatiO.......ccccoecvveeiiiieeecciee e (0.7) (0.7) (0.9) (0.6)
Total Incurred Loss and LAE RAtiO......coccueviiiinieiiiiiirieciee e eieeeseeeeieessine e 72.2 83.3 76.6 86.8
Incurred EXPeNnse RAtIO ......coocveieiiieiiiiiiieeiie ettt 28.0 27.9 27.9 27.9
(6o 001 o T o T=Te [ 2= o R TSP POUPUPP 100.2% 111.2% 104.5% 114.7%
Underlying Combined Ratio
Current Year Non-catastrophe Losses and LAE Ratio.........cccoeevveeiviieeeeiieeeenns 69.1% 68.7% 68.4% 67.8%
Incurred EXPense RAtiO .......cocveeeeciiieceiiee ettt stte e et eeta e e e e aaee e 28.0 27.9 27.9 27.9
Underlying Combined Ratio .......ccceeiiiiiiiiiiieieenieeseeeee e 97.1% 96.6% 96.3% 95.7%
Non-GAAP Measure Reconciliation
Underlying Combined Ratio .......cccceieiirieiiiiiieeiiieseeeeeeee e 97.1% 96.6% 96.3% 95.7%
Current Year Catastrophe Losses and LAE Ratio........cccoecuveveeeieeeesiieeeecieee s 4.2 18.9 9.6 21.4
Prior Years Non-catastrophe Losses and LAE Ratio........ccccceevveeeeciiieeecciiee e, (0.4) (3.6) (0.5) (1.8)
Prior Years Catastrophe Losses and LAE RatiO......cccceeveveeeviiieeeiciieeencieee e (0.7) (0.7) (0.9) (0.6)
Combined Ratio @s REPOITEM ........ccccuveeieciiie e 100.2% 111.2% 104.5% 114.7%



Unaudited selected financial information for the Kemper Specialty segment follows:

Three Months Ended  Nine Months Ended

. . Sep 30, Sep 30, Sep 30, Sep 30,
(Dollars in Millions) 2012 2011 2012 2011

Results of Operations

Net Premiums WIIHEEN .oovivvciiieieiesiecete ettt sttt sb e s saeeene s $ 1039 S 1093 S 3202 S 338.2
Earned Premiums: -
Personal AULOMODIIE ......eeeie et e e e et e e e reeeeeteeeseeeeas S 929 S 1009 S 2856 S 306.9
Commercial AUtOMODIlE ....oouiiiiieii e 11.0 10.1 31.7 29.8
Total Earned Premilms .o.ueieeeiieeniee e siieesteesireeseeesiteesiaeesibeesaeeesaseesaneens 103.9 111.0 317.3 336.7
Net INVeStMENT INCOME ....coiiiii e 4.5 3.7 14.4 17.5
Other INCOME ittt ettt ettt beeeanees 0.1 0.2 0.2 0.4
TOLAl REVENUES ...oonviieiiieiieeiie ettt ettt sie e e bae e sba e e sbteesaae e sbaeenaeeens 108.5 114.9 331.9 354.6

Incurred Losses and LAE related to:
Current Year:

Non-catastrophe Losses and LAE .........ccoeocieeeiiieeeesiee e 84.2 86.8 259.4 270.9
Catastrophe Losses and LAE ........cc.ueevieiiiiiiiiiieeee et e et e e e e e 0.9 0.7 4.7 3.7
Prior Years:
Non-catastrophe Losses and LAE .........ccoeeeuieeeiiieeeeiiee e (2.9) (3.2) (2.5) (7.0)
Catastrophe Losses and LAE ........cc.ueevieiiiiiiiiiieeec et eeeitree e e — — 0.1 0.1
Total Incurred LosSes and LAE ......ccc.ooviieriieiiiieeeiee ettt 82.2 84.3 261.7 267.7
INSUFANCE EXPENSES ..covviiiiiiiiiiiiiiiiiieieeeeeeeeeteeeeeeeeeeeeeeeeeeeeeeereretesesesesesesssereeeserenens 23.1 23.5 67.7 68.0
OPErating Profit .....occiiiiiceiie ettt et e e et e e e abe e e e araeas 3.2 7.1 2.5 189
Income Tax Benefit (EXPENSE) ..cccvieiveieiieeiieeeie ettt ae e (0.5) (1.4) 1.5 (3.5)
Segment Net Operating INCOME .....ccvccvveeeieeieeeereeereete ettt ere e S 27 S 57 S 40 S 154

Ratios Based On Earned Premiums

Current Year Non-catastrophe Losses and LAE Ratio.........ccccecveeevciieeeeiiieecnns 81.0% 78.2% 81.8% 80.5%
Current Year Catastrophe Losses and LAE Ratio.........ccccvveeeeeieiciiiiieeeceecciines 0.9 0.6 1.5 1.1
Prior Years Non-catastrophe Losses and LAE Ratio.......c.cccevveerveeivecneecsineennen. (2.8) (2.9) (0.8) (2.1)
Prior Years Catastrophe Losses and LAE RatiO.......cccceeceeveeeciiieeecciiee e — — — —
Total Incurred Loss and LAE RAtiO.....ccoivueeiriiieiiiiieieciieeeeieee e siee e 79.1 75.9 82.5 79.5
Incurred EXPEnse RAtiO ......ccccveeieiiiieieiee sttt e st e e esnee e saae e 22.2 21.2 21.3 20.2
(6o 001 o T T=Te [ 2= o R USRS PUPR 101.3% 97.1% 103.8% 99.7%

Underlying Combined Ratio

Current Year Non-catastrophe Losses and LAE Ratio.........cccoecveeeviieeeeiiieeenns 81.0% 78.2% 81.8% 80.5%
Incurred EXPeNnse RAtiO ......ccciiciiiiiiiieec ettt e 22.2 21.2 21.3 20.2
Underlying Combined RAtio ......cccecieiirciiiiiiiiie et 103.2% 99.4% 103.1% 100.7%

Underlying Combined RAtio ......cccccieriiciiiiiiiiieeeiee e 103.2% 99.4% 103.1% 100.7%
Current Year Catastrophe Losses and LAE Ratio........ccceecuveeeeeiveeeiiieeeeciiee s 0.9 0.6 1.5 1.1
Prior Years Non-catastrophe Losses and LAE Ratio........ccccceevueeeeciieececiieecennee. (2.8) (2.9) (0.8) (2.1)
Prior Years Catastrophe Losses and LAE RatiO......ccccceeceveeeiieeeenciieeeeciee e — — — —
Combined Ratio as REPOITEM ........ccccvieeeiiiieeciiee et et 101.3% 97.1% 103.8% 99.7%



Unaudited selected financial information for the Kemper Direct segment follows:

Three Months Ended  Nine Months Ended

. . Sep 30, Sep 30, Sep 30, Sep 30,
(Dollars in Millions) 2012 2011 2012 2011

Results of Operations

NEt Premiums WEIEEEN .ooeieeeee et eeeeee e eeeee et e e eeeeeeseeeeesereeeseseseeesenereessareeeeean S 359 S§ 520 $ 1155 $ 1635
Earned Premiums: -
AULOMODBIIE .iviieiiiieeirieie ettt $ 379 $ 520 $1239 $164.8
HOMEOWNEIS ...ttt ettt e e e et e e e e e et e e e e e e e anereeeeeeeas 2.4 2.3 7.2 6.8
(04 o 1Tl =T 5o o -1 SRR — 0.1 0.1 0.2
Total EAarned PremilmS ..o e e eiee ettt sttt st st esbeesaeesbeesaeesane 40.3 54.4 131.2 171.8
Net INVeStMENT INCOME ... e 3.4 2.8 10.7 13.6
Other Income — 0.1 — 0.1
TOLAl REVENUES ...ttt ettt ettt e st e st e e sbeesabeesaneenane 43.7 57.3 141.9 185.5

Incurred Losses and LAE related to:
Current Year:

Non-catastrophe Losses and LAE .........cccceeoviieeeeiiieeceeee e e ereee e e e 33.8 44.9 111.5 145.7
Catastrophe Losses and LAE .........cccueeeeiiiiieciiee ettt e et 0.4 2.2 4.8 6.2
Prior Years:
Non-catastrophe Losses and LAE .........cccceeevcieeeeiiieeceeee e ceee e e eeeeee e (5.3) (5.3) (11.3) (6.3)
Catastrophe Losses and LAE .........cccueeeeiiiiiieciiee ettt et ecvee e et (0.1) — (0.2) 0.4
Total Incurred LOSSES @Nd LAE ......c.uviiiiiieeeeiieeeeieeeerieee et et e e s sveeesseaee e 28.8 41.8 104.8 146.0
INSUFANCE EXPENSES .ovvvvieieiiiiiireieiiiiieieteteietetetetaretesesesssereseresesesssesaresessssssssrnrsrsnnes 133 19.3 44.0 59.1
OPErating Profit (LOSS) ..eeccccueeeeeiieeeeiieeeeciee ettt e e etre e e et e e eeave e e e e ta e e eeasaeeeeareaeens 1.6 (3.8) (6.9) (19.6)
Income Tax Benefit (EXPENSE) ...ccccueeiiieicieeciie ettt steestee st st (0.1) 2.1 4.2 9.2
Segment Net Operating INCOME (LOSS) .veovveveeveereeeeeereeeeeereeeeere et ereeeeeeneere v S 15 S (1L7) S (2.7) S (10.4)

Ratios Based On Earned Premiums

Current Year Non-catastrophe Losses and LAE Ratio.......ccccoeecvveeeiiieecccien v, 83.9% 82.5% 85.0% 84.9%
Current Year Catastrophe Losses and LAE Ratio.........cccccevveeeivieececiieeeeiee e, 1.0 4.0 3.7 3.6
Prior Years Non-catastrophe Losses and LAE Ratio.......ccccceveveeeeriiiecnciieneiiieeenne (13.2) (9.7) (8.6) (3.7)
Prior Years Catastrophe Losses and LAE RatiO .......cccceeevvveeesieieeecciiee e (0.2) — (0.2) 0.2
Total Incurred Loss and LAE RAtiO ....ccevueirieiiieiniienieesieesieeseeesiiee e e sineesane e 71.5 76.8 79.9 85.0
Incurred EXPeNSe RAtIO .....cccevueiiiieiiiiieiieeitt ettt 33.0 355 335 34.4
CoOMDBINE RALIO .uvieiiiiiiiieciieeie ettt st e e 104.5% 112.3% 113.4%  119.4%

Underlying Combined Ratio

Current Year Non-catastrophe Losses and LAE Ratio.......ccccceccvveeeiieeecccien v, 83.9% 82.5% 85.0% 84.9%
Incurred EXPense RAtiO .......ceeecuiiiiieiiie ettt e et e et eeaaae e e baee e 33.0 35.5 335 344
Underlying Combined Ratio .......cccueeiiieiieiiiienieeiee et 116.9% 118.0%  118.5%  119.3%

Underlying Combined Ratio .......cccueeiiieiieiiiienieesieerrecte e 116.9% 118.0%  118.5%  119.3%
Current Year Catastrophe Losses and LAE Ratio.........cceeevveeevveeeecciee e 1.0 4.0 3.7 3.6
Prior Years Non-catastrophe Losses and LAE Ratio.......ccccccccvueeeeiiiieeciiee e, (13.2) (9.7) (8.6) (3.7)
Prior Years Catastrophe Losses and LAE RatiO ......ccccvevveeeeeriieeesniiieeeriee e (0.2) — (0.2) 0.2
Combined Ratio as REPOITEM ........ccccvieeeeciiieiiiee e see e e e e eree e 104.5% 112.3%  113.4%  119.4%



Unaudited selected financial information for the Life and Health Insurance segment follows:

Three Months Ended  Nine Months Ended

. . Sep 30, Sep 30, Sep 30, Sep 30,
(Dollars in Millions) 2012 2011 2012 2011

Results of Operations

Earned Premiums:

LI teieiee ittt e et st e e s b e st e e bee s be e sreesares S 984 S 980 S 296.0 $ 297.1

Accident and Health ......cooiiiiiiii e e 41.3 41.9 124.2 124.6

PrOPEITY oo, 20.5 21.2 61.7 64.1
Total Earned Premilms .o.ueieeeiieenieesieesieesiee e sreesieeesteesieeesibeesseeesaseesaeee s 160.2 161.1 481.9 485.8
Net INVeStMENT INCOME ....coiiiii e e 48.1 42.5 153.5 147.3
OthEr INCOME ittt et s e st sbeeennees — — 0.1 0.1
TOLAl REVENUES ...oonviieiiieiieeite ettt ettt sie e e sbae e sba e e sbteesaaeesbeeenaeeens 208.3 203.6 635.5 633.2
Policyholders’ Benefits and Incurred Losses and LAE ..........cccceeecvieeeeciieecennen. 96.7 93.0 300.2 297.1
INSUIANCE EXPENSES ..covviiiiiiiiiiiiiiiiiiiiieieeereteee ettt rererererererererererererererereresesesesenens 82.2 80.7 232.6 2315
OPErating Profit ....oceciiie e e e e et 294 29.9 102.7 104.6
INCOME TAX EXPENSE ..eeeeeiiieceiiiee ettt e ettt e e eettee e e e te e e eeaaee e e etbee e e ateeeeeataeeeesaeeans (10.2) (10.2) (36.2) (36.9)
Segment Net Operating INCOME .......cveveeveereireereeeeeeeeeeereere et ere e ereeeeresnenes S 192 S 197 $ 665 S 67.7

Use of Non-GAAP Financial Measures

Consolidated Net Operating Income

Consolidated Net Operating Income is an after-tax, non-GAAP financial measure computed by excluding from
income from continuing operations the after-tax impact of 1) net realized gains (losses) on sales of investments, 2)
net impairment losses recognized in earnings related to investments and 3) other significant non-recurring or
infrequent items that may not be indicative of ongoing operations. Significant non-recurring items are excluded
when (a) the nature of the charge or gain is such that it is reasonably unlikely to recur within two years, and (b)
there has been no similar charge or gain within the prior two years. The most directly comparable GAAP financial
measure is income from continuing operations.

Kemper believes that Consolidated Net Operating Income provides investors with a valuable measure of its
ongoing performance because it reveals underlying operational performance trends that otherwise might be less
apparent if the items were not excluded. Net realized gains (losses) on sales of investments and net impairment
losses recognized in earnings related to investments included in Kemper’s results may vary significantly between
periods and are generally driven by business decisions and external economic developments such as capital
market conditions that impact the values of the company’s investments, the timing of which is unrelated to the
insurance underwriting process. Significant non-recurring items are excluded because, by their nature, they are
not indicative of Kemper’s business or economic trends.
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A reconciliation of Consolidated Net Operating Income to Income from Continuing Operations for the three and
nine months ended September 30, 2012 and 2011 is presented below:

Three Months Ended Nine Months Ended
Sep 30, Sep 30, Sep 30, Sep 30,

(Dollars in Millions) (Unaudited) 2012 2011 2012 2011
Consolidated Net Operating INCOME ......c.coveeeereeeeeeeeereeeereete et eeeteeeerenens S 246 S 71 S 572 S 230
Net Income (Loss) From:
Net Realized Gains (Losses) on Sales of Investments........cccccoevveeeeevneeennnee. 33.0 (2.7) 38.9 18.0
Net Impairment Losses Recognized in EQrnings.......ccccceeeeevuveeevcvieeeeciveeeennnns (2.0) (3.3) (2.6) (4.3)
Income from ContinUINg OPEratioNs ........ccceeveeveereereereereeeeireereereeseereeseessessensens S 556 S 1.1 $ 935 $ 367

Consolidated Net Operating Income Per Unrestricted Share

Consolidated Net Operating Income Per Unrestricted Share is a non-GAAP financial measure computed by dividing
Consolidated Net Operating Income by the weighted average unrestricted shares outstanding. The most directly
comparable GAAP financial measure is Income from Continuing Operations Per Unrestricted share-basic.

A reconciliation of Consolidated Net Operating Income Per Unrestricted Share to Income from Continuing
Operations Per Unrestricted Share for the three and nine months ended September 30, 2012 and 2011 is
presented below:

Three Months Ended  Nine Months Ended
Sep 30, Sep 30, Sep 30, Sep 30,

(Dollars in Millions) (Unaudited) 2012 2011 2012 2011
Consolidated Net Operating Income Per Unrestricted Share ........cccccueeveeunenee. S 042 S 012 S 096 S 0.38
Net Income (Loss) Per Unrestricted Share From:
Net Realized Gains (Losses) on Sales of Investments...........ccccocoveeeeivieeenns 0.56 (0.05) 0.66 0.30
Net Impairment Losses Recognized in EQrnings.......ccccvevevveeevcveeeesveeeennnns (0.03) (0.06) (0.05) (0.07)
Income from Continuing Operations Per Unrestricted Share..........cccocveeveenne.. S 09 $ 001 S 157 $ 0.1

Book Value Per Share Excluding Unrealized Gains on Fixed Maturities

Book Value Per Share Excluding Unrealized Gains on Fixed Maturities is a ratio that uses a non-GAAP financial
measure. It is calculated by dividing shareholders’ equity after excluding the impact of unrealized net capital gains
and losses on fixed income securities by total Common Shares Issued and Outstanding. Book Value Per Share is the
most directly comparable GAAP financial measure. Kemper uses the trend in book value per share, excluding the
impact of unrealized net capital gains and losses on fixed income securities in conjunction with book value per
share to identify and analyze the change in net worth attributable to management efforts between periods.
Kemper believes the non-GAAP financial measure is useful to investors because it eliminates the effect of items
that can fluctuate significantly from period to period and are generally driven by economic developments,
primarily capital market conditions, the magnitude and timing of which are generally not influenced by
management. Kemper believes it enhances understanding and comparability of performance by highlighting
underlying business activity and profitability drivers.
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A reconciliation of the numerator used in the computation of Book Value Per Share Excluding Unrealized Gains on
Fixed Maturities and Book Value Per Share at September 30, 2012 and December 31, 2011 is presented below:

Sep 30, Dec 31,

(Dollars in Millions) (Unaudited) 2012 2011

Shareholders’ Equity Excluding Unrealized Gains .........ccoceeeeereeienieniene ettt e $1,820.0 S 1,789.2
Unrealized Gains and Losses 0N Fixed MatUFties .....ccccuvirieriiiiiieiiiienie ettt siae e s 384.5 327.4
SNArENOIAEIS" EQUILY .vveiveiiieiicie e sttt ettt et e vt et et e e te e tesaae s e e sbeesbeeabeeaseesseebe e baenbeenseessesaeesaeeseensenans $2,2045 $2,116.6

Underlying Combined Ratio

Underlying combined ratio is a non-GAAP financial measure, which is computed by adding the current year non-
catastrophe losses and LAE ratio with the incurred expense ratio. The most directly comparable GAAP financial
measure is the combined ratio, which uses total incurred losses and LAE, including the impact of catastrophe
losses, and loss and LAE reserve development. Kemper believes the underlying combined ratio is useful to
investors and is used by management to reveal the trends in Kemper’s property and casualty insurance businesses
that may be obscured by catastrophe losses and prior-year reserve development. These catastrophe losses may
cause loss trends to vary significantly between periods as a result of their incidence of occurrence and magnitude,
and can have a significant impact on incurred losses and LAE and the Combined Ratio. Prior-year reserve
development is caused by unexpected loss development on historical reserves. Because reserve development
relates to the re-estimation of losses from earlier periods, it has no bearing on the performance of the company’s
insurance products in the current period. Kemper believes it is useful for investors to evaluate these components
separately and in the aggregate when reviewing its underwriting performance. The underlying combined ratio
should not be considered a substitute for the combined ratio and does not reflect the overall underwriting
profitability of our business.

Conference Call

Kemper will discuss its third quarter 2012 results in a conference call on Friday, November 9 at 11 a.m. EST.
Kemper’s conference call will be accessible via the internet and by telephone. The phone number for Kemper’s
conference call is 866.393.1565. To listen via webcast, register on-line at the investor section of kemper.com at
least 15 minutes prior to the webcast to download and install any necessary software.

A replay of the call will be available through November 27, 2012 at 855.859.2056 using conference ID number
38434080.

More detailed financial information can be found in Kemper's Investor Financial Supplement for the third quarter
of 2012 which is available at kemper.com.

About Kemper

Kemper is a diversified insurance holding company with subsidiaries that provide an array of products to the
individual and small business markets:

e Autoinsurance

e Homeowners insurance
e Rentersinsurance

e Lifeinsurance

e Health insurance

Kemper markets to its customers through a network of independent agents, brokers and career agents.

Additional information about Kemper, including its filings on Forms 10-K, 10-Q and 8-K and its investor
supplement, is available by visiting kemper.com.
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Caution Regarding Forward-Looking Statements

This press release may contain or incorporate by reference information that includes or is based on forward-
looking statements within the meaning of the safe-harbor provisions of the Private Securities Litigation Reform Act
of 1995. Forward-looking statements give expectations or forecasts of future events, and can be identified by the
fact that they relate to future actions, performance or results rather than strictly to historical or current facts.

Any or all forward-looking statements may turn out to be wrong, and, accordingly, readers are cautioned not to
place undue reliance on such statements, which speak only as of the date of this press release. Forward-looking
statements involve a number of risks and uncertainties that are difficult to predict, and are not guarantees of
future performance. Among the general factors that could cause actual results to differ materially from estimated
results are those listed in periodic reports filed by Kemper with the Securities and Exchange Commission (the
“SEC”). No assurances can be given that the results contemplated in any forward-looking statements will be
achieved or will be achieved in any particular timetable. Kemper assumes no obligation to publicly correct or
update any forward-looking statements as a result of events or developments subsequent to the date of this press
release. The reader is advised, however, to consult any further disclosures Kemper makes on related subjects in its
filings with the SEC.

Source: Kemper Corporation

Contact

Investors: Diana Hickert-Hill 312.661.4930 or investor.relations@kemper.com

KEYWORD: ILLINOIS
INDUSTRY KEYWORD: INSURANCE EARNINGS
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