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Summary

I Guardian effectively managed through the volatile economic climate that emerged in 2008 and remainsin
good financial position thanks to our strong enterprise risk management and investment strategy.

I Year-end key financial indicators and recruiting numbers were strong, while sales were mixed due to the
economic downturn.

I The continuing financial crisis will make 2009 another challenging year.

I Winning in this environment will require that we play both ! offense" (aggressively executing on our business
priorities) and ! defense" (working more efficiently and being even more prudent in how we manage expenses).

Navigating the Financial Crisis

Amidst the financial turmoil that characterized the latter part of 2008, Guardian accomplished something that few
companies and no other life insurer could claim: we were the only mgjor life insurance company to receive two
upgrades from the major credit rating agencies.

Guardian was able to earn such a notable distinction by staying true to our 149-year heritage of aways acting in the best
interests of our policyholders, maintaining along-term perspective, managing our business in accordance to rigorous
risk management standards, and adhering to a prudent investment philosophy. Thanks to this approach, we were able to
benefit from a high-quality investment portfolio virtually free from the mortgage-backed securities that ravaged so
many other companies. We also executed our risk management plan to minimize our exposure to the stock market.
Since mid-September 2008 we have essentially been out of stocks, helping us to avoid more than $300 million in
potential losses.

Additionally, Guardian declared a $723 million dividend to individual life policyholdersin 2009. This amount is
$60 million or 9% higher than our 2008 dividend and is the largest-ever distribution to individual life policyholdersin
our company#s history.

Financial Performance and Results

In terms of sales results, we did not finish the year where we expected to be when we established our plansin 2007,
but we had a respectable showing considering the recessionary climate. Life sales ended the year up 2% versus 2007,
and Group sales, excluding HealthNet, were up 4% over 2007. Our other sales results were mixed at best.

Our recruiting efforts produced a net increase of 108 Financial Representativesin 2008 versus a net decrease of 107 in
2007, an encouraging resullt.

Financial performance highlights through year-end 2008 included:
I Actual pre-tax statutory income, the primary way we build capital and surplus, was $267 million.

I Capital, which servesto offset potential adverse events and functions as a source of continuing future income,
was $4.3 hillion.

I Capitdization ratio, a standard industry measure of capital strength, was 14.7%, which wette projecting to be among
the highest in the industry.
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Playing Offense and Defense

Despite our strong financia results, we are not immune from the impact of what many agree is the most severe
economic downturn since the Great Depression. While our risk businesses are still performing relatively well with
positive cash flow, our asset management businesses& RS Investments, Park Avenue Securities, and Guardian Trust
Companyé& continue to experience significant revenue declines because of their shrinking assets under management.
We know that our premiums and investment income will be lower this year. Additionally, athough our pension plan
remains fully funded, we experienced a decline in assets due to an unprecedented drop in interest rates and must now
address a higher related pension expense in 2009. Every life insurance company in the U.S. and every company with
a defined benefit pension plan faces the same issues.

In fact, 2009 will present more challenges than 2008. But it also will present opportunities. We have to put ourselvesin
position to capitalize on these opportunities while managing the economic challenges by playing both offense and
defense.

Wettl play offense by remaining focused on executing on our strategic initiatives. This includes continuing to build
out our small business strategy, investing in The Living Balance Sheet®, and enhancing product development,
distribution, and sales support. We also will continue to expand our corps of Financial Representatives through
strategic recruiting initiatives.

In terms of defense, we are taking prudent steps now to ensure that the company remains financialy strong and
continues to operate efficiently. Because expensesis an area we have direct control over, we are managing costs even
tighter than weinitially planned for in 2009. In spite of the expense management measures we have put in place, we
expect to still be able to take advantage of opportunitiesto aggressively execute our 2009 initiatives.

Time and time again, Guardian has played offense in tough economic times. And we've made decisions that, in the final
analysis, have positioned us well for the recoveries that followed. The current dark economic clouds will break and 1#m
confident that, with the cooperation and support of al of you, Guardian will be well positioned for continued success
over the long term. Thank you for your continued dedication and commitment.

Dennis J. Manning
President and Chief Executive Officer
The Guardian Life Insurance Company of America
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