


HIGHLIGHTS

THE HANOVER INSURANCE GROUP, INC. (NYSE: THG)

For more than 150 years, The Hanover has provided high-
quality insurance protection to millions of Americans,
establishing one of the longest and proudest records in
the industry. Today, The Hanover offers a wide range of
property and casualty products and services to individuals,
families and businesses through an extensive network of
some of the very best independent agents in the country.

Despite the unprecedented turmoil in the financial markets,
The Hanover's financial position remains very strong.
Liquidity at our holding company grew from $315 million
at the beginning of the year to approximately $400 million
a year later. With $1.6 billion in statutory surplus at our
operating companies, we have the capital strength to execute
our business strategies and to support our improved ratings.
In January 2008, Moody's Investor Services raised our financial
strength rating to A3 from Baal. In May 2008, our financial
strength rating was upgraded by the Standard & Poor’s
rating agency to A- from BBB+. We hold an A- financial
strength rating with a positive outlook from the A.M. Best
rating agency. The outlooks of Standard & Poor’s, Moody's,
and Fitch rating agencies are stable.

FINANCIAL SUMMARY

YEAR ENDED DECEMBER 31

($ in millions, except per share amounts)
Revenues
Net Income

Income From Continuing Operations,
Net of Tax

Pre-Tax Segment Income’
Total Assets
Shareholders’ Equity

Per Share Data

Net Income Per Share —Diluted

Income From Continuing Operations
Per Share

Book Value

Book Value, Excluding Accumulated
Other Comprehensive Loss'

2008

$2,680

21

85
262
9,230
1,887

$ 0.40

$ 1.63
$37.08

$44.64

2007

$2,674
253

228
342
9,816
2,299

$ 4.83

$ 4.36
$44.37

$44.77

1Pre-tax segment income is a non-GAAP measure. A definition and reconciliation to the closest
GAAP measure, income from continuing operations— net of taxes, can be found on page 28
of the attached Annual Report on Form 10-K. Book value, excluding accumulated other
comprehensive loss, is a non-GAAP measure. Its closest GAAP measure is book value.



Frederick H. Eppinger
President and Chief Executive Officer

TO OUR SHAREHOLDERS

2008 was a historic year, one that shook the foundation of our country’s economy, the Our company stood
financial services industry as a whole and many of the companies in the property and strong in 2008, achieving
casualty insurance business. Throughout all of this, our company stood strong, achieving

distinction, and today stands ready to capitalize on the turmoil in the marketplace. distinction, and today

: . : : ) i stands ready to capitalize
The magnitude of challenge and disruption that occurred in our industry during the year

is unprecedented. on the turmoil in the

The tremendous upheaval in the financial and credit markets, in addition to near-record marketplace.

catastrophe losses for the industry, had broad and sometimes disastrous implications.
Earnings were drastically reduced across the industry. Billions of dollars in capital were lost.
Rating agencies downgraded many companies. Pressure to reduce expenses and improve
earnings increased. Investments and product initiatives were tabled. Staffing reductions
occurred. Agents were left wondering who they could count on. And, worse

yet, the fallout continues.

ACHIEVING DISTINCTION

In contrast to many others, we weathered the storms of 2008 quite well. Our financial
condition is excellent. Our balance sheet and capital position are solid. We have great
financial flexibility. Our ratings are strong and improving. We are investing in our business,

building and buying the product and service capabilities our agent partners need.
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Over the past five
years, we have
dramatically improved
the overall financial
condition of

our company.

We are moving forward, deliberately and without hesitation, advancing our strategic
priorities and achieving our goals. We view the disruption in the marketplace as a tremendous
opportunity, and we are intently focused and ready to capitalize. Overall, our company

is better positioned today than ever to compete and win.

In 2003, we set out to build a very special company—one built on a solid financial foundation,
one focused on delivering distinctive product and service capabilities to the best agents,
one that would thrive on the disruption that inevitably occurs in our business, and one that

would be recognized as among the very best in our industry over the long term.
Many of our competitors dismissed our company in 2003. No one does today.

We have made great progress over the past several years, strengthening our organization
on every dimension and delivering distinctive value for our independent agent partners

and their customers every day.

As we seek to build our business, we are intent on setting our company even further apart
from our competition—achieving even greater distinction—strengthening the foundation
on which we are building our company, and investing in the people, products and services

that will enable our agent partners to grow their businesses as we grow ours.

STRENGTHENING OUR FOUNDATION

Over the past five years, we have dramatically improved the overall financial condition
of our company, significantly increasing our earnings power, outpacing our peers, and
generating profitable growth in all lines of business. We also have greatly strengthened

our capital position, while maintaining strong reserves.

The completion of the sale of our life business in January 2009, with the closing of the sale
of First Allmerica Financial Life Insurance Company, marked an important milestone, and
allows us to focus all of our attention, as well as our entire capital base, on our property
and casualty operations. While our former life business represents an important part of our
company'’s history, it was critical to put that chapter behind us. In hindsight, the decisions
to put those operations into run-off and to sell them were prudent ones, as the life insurance

industry faces many challenges ahead with the ongoing financial market turmoil.

Our property and casualty business performed well during the year, in spite of unusually high
catastrophe and weather-related losses. After-tax segment income* was $176 million, compared
to $229 million in 2007, with the difference attributed to a significant increase in catastrophe

losses during what was the third worst year ever for insured, natural catastrophe losses.

On an ex-catastrophe basis, property and casualty pre-tax segment income*—which
reflects our underlying earnings power—was up 5 percent for the year at $472 million,
compared to $448 million in 2007.

At the same time, we continued to generate strong growth in our business, outperforming the
industry as a whole and most of our competitors. We are very pleased with our growth trends,
since they are driven by mix improvements and are in higher-margin segments, specifically in

total account business in Personal Lines and Specialty lines in our commercial book of business.
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In addition, in spite of all of the market pressure during the year, we maintained an
excellent capital position and a strong investment portfolio, while maintaining a modest

debt-to-capital ratio.

Our liquidity position at year end was strong at both our operating and holding companies,
with approximately $400 million in liquidity at our holding company after taking into
account the sale of the last of our life operations. Our investment portfolio is one of the
strongest in the industry, with 98 percent of our invested assets in cash and fixed income
securities, and 94 percent of these fixed income securities are rated investment grade.

In general, we have no exposure, or a negligible exposure, to the asset classes that have
been most in the news and that have caused so many problems for other financial

services companies.

Our strong financial performance and overall financial condition has had a very positive
impact on our ratings as well. During a time marked by numerous rating downgrades,
we are one of the few financial services companies that have established positive ratings
momentum. In 2008, our financial strength ratings were upgraded by Moody's Investors
Service and Standard & Poor’s, and our issuer credit ratings with both of these firms were
upgraded to investment grade. We also maintained a positive outlook from A.M. Best.
We are optimistic that further upgrades can be achieved as we continue to generate

strong results.

DELIVERING REAL VALUE FOR OUR AGENT PARTNERS

With the benefit of a strong financial position, we have substantially strengthened our
infrastructure over the past five years. We have assembled one of the most talented and
committed teams in the business, giving us the knowledge and experience we need to
deliver for our agent partners. We also have invested more than $250 million, focused on
product and ease-of-doing business enhancements during the last five years, positioning

our company and our agent partners to prosper in the most challenging of markets.

Since 2003, we have introduced more than 30 new products and product enhancements,
including many specialty and niche products that enable our agent partners to take
advantage of specialized growth opportunities, and we have improved our agent-facing
technology and services, making it faster and more effective for our agent partners to

meet their customers’ needs.

While we have made great strides across our organization, we are far from content. We know
all too well that success is never final. In fact, our journey to build one of the very best
companies in our business over the long term will never really end. We always will be looking

for new and better ways to deliver even more distinctive value to our agent partners.

As we advance our journey, we recognize that the world has changed for independent agents.
Companies they had come to rely on heavily are now under significant pressure, and agents
increasingly are looking for more dependable markets. We fully expect to benefit from this
flight to quality and stability, and we will continue to be there for our agent partners, as always,

delivering what they value most—innovation, commitment, responsiveness and expertise.

We have continued

to generate strong
growth in our business,
outperforming the
industry and most of

our competitors.
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We fully expect

to benefit from

the flight to quality
and stability, and we
will continue to be
there for our agent

partners, as always.

DELIVERING INNOVATION

While many of our competitors are cutting back, we continue to invest. We are committed
to providing our agent partners with a unique product mix, broader and more relevant than
any regional company, and to making more distinctive product enhancements than our

peers, giving our agent partners more opportunities to grow.

Our product portfolio today represents a competitive advantage in the marketplace. Our
Commercial Lines business is one of the best in the small to lower-middle market business
segment, providing our agent partners with a “total solution” for accounts up to $200,000
in premiums. Our Personal Lines business is a “total account writer,” offering our agent

partners the ability to meet their customers’ total personal insurance needs.

Going forward, we will continue to make investments across the board, with an emphasis
on our Specialty business, which in 2009 is expected to generate more than $500 million
in direct written premium, compared to just $65 million five years ago. We will continue

to listen to our agent partners and develop the specialty products that enable them to create
and expand specialized lines of business. And, we will continue to look for opportunities

to buy teams and product capabilities, as we did with the recent acquisitions of

Verlan Holdings, Professionals Direct, and AIX Holdings.

At the same time, we plan to invest aggressively in the remainder of our Commercial Lines
business and in our Personal Lines business, helping our agent partners to improve their
economics by selling value rather than price, improving our billing, account rounding and

niche market capabilities.

COMMITTING TO OUR PARTNERS

While many of our competitors are appointing as many agents as possible and leveraging
different distribution channels, we are committed to developing a finite number of true

partnerships—and the deeper, the better.

We have been very disciplined over the past several years about identifying winning
agents—those who are growing and know how to sell value—and converting those agents
to partners. Our objective is to partner with a limited number of agents, and as a result,
to restrict access to our products, so our agent partners can truly differentiate their agencies

from their competitors.

In exchange for our commitment, our agent partners give us an unfair advantage, placing

their best business with us so we can grow with margin and continue to invest in them.

With the disruption in the market, true, mutually beneficial partnerships are more important

than ever, for us and for our agent partners.

PROVIDING RESPONSIVENESS AND EXPERTISE

While many of our competitors are getting further and further from their agents and the
markets they serve, we are doing just the opposite. We take great pride in knowing that

we are more responsive and offer greater expertise than our competitors.
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When we enter a market, we do not dabble; we commit to bringing significant resources to

that market and to our agent partners to ensure that both of us achieve our goals.

We are uniquely positioned, providing our agent partners with expertise on par with some
of the best national and specialty companies, and the market presence and local decision-
making authority of the best regional companies. We will continue to invest in these very

important capabilities.

CAPITALIZING ON THE OPPORTUNITY AT HAND

We are very proud of all we have accomplished over the past several years. The events
of 2008 tested the strength and stability of our company. Clearly, we passed those tests,
and today, we are positioned to capitalize on what we believe is an opportunity greater

than any we have seen before.

Without question, we have what it takes to do just that. We have achieved distinction in
recent years, and we continue to do so. We have a clear strategic focus. We are financially
strong. We offer a compelling value proposition for our agents. And, we have the talent,

the energy and the commitment needed to win.

While many in our industry are hunkering down, we are moving forward, focused on

achieving further distinction, and delivering significant value for all of our stakeholders.

Sincerely,

Frederick H. Eppinger
President and Chief Executive Officer

*After-tax segment income and ex-catastrophe, pre-tax property and casualty segment income are non-GAAP measures. A reconciliation
of those measures to the closest GAAP measure, income from continuing operations—net of taxes, can be found on page 28 of the attached
Annual Report on Form 10-K.

While many in our
industry are hunkering
down, we are moving
forward, focused

on achieving further
distinction, and

delivering value for

all of our stakeholders.
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THE HANOVER INSURANCE GROUP BUSINESS PROFILE

Personal Lines Insurance

Net Written Premium ($ in millions)
Net Written Premium Growth

GAAP Combined Ratio

GAAP Ex-cat Combined Ratio*

OVERVIEW TOP PRODUCTS/SERVICES
With our Personal Lines offerings, B Auto Insurance
The Hanover is positioned to be the " H

omeowners Insurance

“total account writer” for its agent

. : : ® Ancillary Products
partners. With our integrated suite Y

of competitive products, the company - Umbrella

— Valuable Items

— Watercraft

offers the sophistication and breadth

of coverage to support the complex

and changing needs through the life Dwelling Fire

cycle of a client. We distribute our
products through approximately 2,400
independent agents in 19 states.
Our four largest states in descending
order are Michigan, Massachusetts,

New York, and New Jersey.

*Non-GAAP financial metric
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PERSONAL LINES

& Connections’

Personal Lines Product Suite

2008 HIGHLIGHTS NET WRITTEN PREMIUM

($ in millions)

B Continued to roll out Connections®
Home, our improved home product $1,600
with optional umbrella endorsement, 1500 - $1,481 $1,484

in additional states
1,400

B Generated $257 million in new
1,300

business direct written premium
1,200 —

B Maintained net written

premium at 2007 levels, despite 1100 =

the soft pricing cycle and 1,000 )
P 9y 2007 2008

difficult economic environment

B Successfully expanded Connections®
Auto product with DriveSmart
Advantage, making it easier for PERSONAL LINES PRODUCT MIX
The Hanover’s agent partners

to offer a total account solution

with complete product features 3% Ancillary Products

B Continued to penetrate ancillary

0,
product markets through recently 29% Homeowners

acquired capabilities, which include:

68% Auto
— Boat — Jet Ski

— Motorcycle — Motor Home

— Snowmobile
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THE HANOVER INSURANCE GROUP BUSINESS PROFILE

Commercial Lines Insurance

Net Written Premium (% in millions)

Net Written Premium Growth
GAAP Combined Ratio
GAAP Ex-cat Combined Ratio*

OVERVIEW TOP PRODUCTS/SERVICES
The Commercial Lines business offers a B Business Owners Protection
wide range of innovative products and ® Standard Products

specialty capabilities to serve the needs )
o . — Commercial Package
of mid-sized agents, writing small to )
o ) ) — Workers' Compensation
mid-sized commercial accounts typically ]
) ) ) — Commercial Auto
ranging up to $200,000 in premium.

Our "total solution” operating model ® Specialty Products

is based on experienced and insightful — Inland Marine

local underwriting talent, a broad risk — Umbrella

appetite and specialty capabilities, and - Bond

our commitment to provide responsive, — Lawyers Professional Liability
efficient customer service. Distributing — Specialty Property

through approximately 2,000 independent — Niche Products

agents, we have a presence in 26 states. (religious institutions, schools,

moving and storage, etc.)
— Program business through recent

AIX Holdings, Inc. acquisition

*Non-GAAP financial metric
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COMMERCIAL LINES

2 Avenues'

Commercial Lines Product Suite

2008 HIGHLIGHTS

Generated $306 million in new

business direct written premium

Total net written premium
increased by 11% while improving

ex-catastrophe loss margins

Continued to develop a growing
position in specialty products,

which is expected to generate
approximately $500 million

in direct premium in our Marine,
Bond, Niche and other specialty
businesses in 2009

Expanded Specialty Lines
capabilities through acquisition

of Verlan Holdings, Inc., a property
insurer of highly protected risks

Added program business to
our product offerings through
acquisition of AIX Holdings, Inc.

NET WRITTEN PREMIUM

($ in millions)

$1,200 —
1100 = $1,034

1000 $934
900 —

800 |~

600

500 J
2007 2008

COMMERCIAL LINES PRODUCT MIX

19% Commercial Auto

36% Commercial Package and
Business Owners Protection

12% Workers' Compensation

11% Inland Marine

9% Bond

13% Other
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BOARD OF DIRECTORS

MICHAEL P. ANGELINI ™
Chairman of the Board
Chairman and Partner
Bowditch & Dewey, LLP

P. KEVIN CONDRON ©
Chairman and CEO
The Granite Group LLC

FREDERICK H. EPPINGER
President and Chief Executive Officer
The Hanover Insurance Group, Inc.

NEAL F. FINNEGAN ©
Retired, Former Chairman
Citizens Bank of Massachusetts
Former President and CEO
UST Corporation

DAVID J. GALLITANO ®
President
Tucker, Inc.

GAIL L. HARRISON ®®

Consultant

WENDELL J. KNOX ™
President and Chief Executive Officer
Abt Associates

ROBERT J. MURRAY ©
Retired Chairman
New England Business Service, Inc.

JOSEPH R. RAMRATH @

Managing Director
Colchester Partners LLC

HARRIETT TEE TAGGART ®
Retired Partner, Senior Vice President
Wellington Management LLC

(A) Audit Committee
(C) Compensation Committee

(N) Nominating and Corporate Governance Committee
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EXECUTIVE LEADERSHIP TEAM

FREDERICK H. EPPINGER
President and Chief Executive Officer

EUGENE M. BULLIS

Executive Vice President and Chief Financial Officer

MARITA ZURAITIS
Executive Vice President and President
Property and Casualty Companies

BRYAN D. ALLEN

Vice President, Chief Human Resources Officer

DAVID J. FIRSTENBERG
President
Commercial Lines

J. KENDALL HUBER

Senior Vice President and General Counsel

ANDREW S. ROBINSON
Senior Vice President
Corporate Development and Strategy

JOHN C. ROCHE
Vice President
Field Operations, Marketing and Distribution

GREGORY D. TRANTER

Senior Vice President, Chief Information Officer



COMPARISON OF FIVE-YEAR CUMULATIVE TOTAL RETURN*

Among The Hanover Insurance Group, Inc., the S&P 500 Index and
the S&P Property & Casualty Insurance Index

TOTAL RETURN PERFORMANCE

180 —
160 —
140 +—
120 —

100

60 ! L ! L |
12/03 12/04 12/05 12/06 12/07 12/08

*The above graph compares the performance of the company’s common stock since December 31, 2003 with the performance of the S & P 500 Index and the S & P Property & Casualty
Insurance Index. Assumes $100 invested on December 31, 2003 in stock or index— including reinvestment of dividends. Fiscal year ending December 31.

Copyright © 2009, SNL Financial LC, Charlottesville, VA. All rights reserved. www.snl.com.

+ The Hanover Insurance Group, Inc. e S&P 500 Index S&P Property & Casualty Insurance Index
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SHAREHOLDER

Industry Ratings
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RATINGS
Property and Casualty Insurance Companies

The Hanover
Insurance Company A- A A3 A

Citizens Insurance
Company of America| A-  A- A3 A-

‘b@é& 5'5\20‘\5 o
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DEBT RATINGS | | |

The Hanover
Insurance Group, Inc.

Senior Debt bbb- BBB- Baa3 BBB-

Allmerica Financial
Corporation Capital

Securities bb BB- Bal BB+

REGISTRAR AND STOCK
TRANSFER AGENT

Computershare Investor Services
PO Box 43076, Providence, Rl 02940-3076
1-800-317-4454

INDEPENDENT ACCOUNTANTS

PricewaterhouseCoopers LLP
125 High Street, Boston, MA 02110

CORPORATE OFFICES &
PRINCIPAL SUBSIDIARIES

The Hanover Insurance Group, Inc.
440 Lincoln Street, Worcester, MA 01653

The Hanover Insurance Company
440 Lincoln Street, Worcester, MA 01653

Citizens Insurance Company of America
645 West Grand River, Howell, Ml 48843

INFORMATION

ANNUAL MEETING OF SHAREHOLDERS

The management and Board of Directors of The Hanover Insurance Group, Inc.
invite you to attend the company’s Annual Meeting of Shareholders. The meeting
will be held on May 12, 2009, at 9:00 a.m. at The Hanover, 440 Lincoln Street,
Worcester, Massachusetts.

COMMON STOCK

The common stock of The Hanover Insurance Group, Inc. is traded on the New York
Stock Exchange under the symbol “THG.” As of the end of business on February 20,
2009, the company had 29,152 shareholders of record. On the same date, the trading
price of the company’s common stock was $34.92 per share.

COMMON STOCK PRICES

First Quarter $47.17 $40.14 First Quarter $49.11 $44.70
Second Quarter $46.83 $41.71 Second Quarter $49.73 $44.46
Third Quarter $51.00 $38.01 Third Quarter $49.76 $41.14
Fourth Quarter $45.00 $31.92 Fourth Quarter $46.21 $42.23

INVESTOR INFORMATION

Call our toll-free investor information line, 1-800-407-5222, to receive additional
printed information, including our Form 10-Ks and quarterly reports on Form 10-Q
filed with the Securities and Exchange Commission, and for access to fax-on-demand
services, shareholder services, pre-recorded messages and other services. In addition,
the company’s filings with the Securities and Exchange Commission are available
on our web site at www.hanover.com. Alternatively, investors may address
questions to:

Robert P. Myron Oksana Lukasheva
Director of Corporate

Finance and Treasurer

Director, Investor Relations

The Hanover Insurance Group
t. 508-855-2063 / f. 508-926-1541
olukasheva@hanover.com

The Hanover Insurance Group
t. 508-855-3457 / . 508-852-7588
rmyron@hanover.com

CORPORATE GOVERNANCE

Our Corporate Governance Guidelines, Board Committee Charters, Code of
Conduct and other information are available on our web site at www.hanover.com
under “Corporate Governance.” For a printed copy of any of these documents,
shareholders may contact the company's secretary at our corporate offices.

Regarding the quality of our public disclosures: The Company has filed its CEO and
CFO Section 302 certifications as exhibits to its Annual Report on Form 10-K for the
year ended December 31, 2008. The company also has submitted its annual CEO
certification to the New York Stock Exchange, a copy of which is available on the
company's web site, www.hanover.com, under “Corporate Governance-Certification.”



Insurance Group®

The Hanover Insurance Company | 440 Lincoln Street, Worcester, MA 01653
Citizens Insurance Company of America | 645 West Grand River Avenue, Howell, MI 48843

www.hanover.com

07148 (4/09)




