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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549
FORM 10-Q
(Mark one)
b QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES

EXCHANGE ACT OF 1934.
For the quarterly period ended March 31, 2009.

0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934.
For the transition period from to

Commission file number 0-4604
CINCINNATI FINANCIAL CORPORATION
(Exact name of registrant as specified in its charter)

Ohio 31-0746871

(State or other jurisdiction of (I.R.S. Employer Identification No.)
incorporation or organization)

6200 S. Gilmore Road, Fairfield, Ohio 45014-5141

(Address of principal executive offices) (Zip code)

Registrant s telephone number, including area code: (513) 870-2000
Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.

p Yes o No
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files).

o Yes o No
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of large accelerated filer, accelerated filer and smaller reporting
company in Rule 12b-2 of the Exchange Act. (Check one):
Large accelerated filer p Accelerated filer o Non-accelerated filer o Smaller reporting
company o

(Do not check if a smaller reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act):

o Yes p No
As of April 27, 2009, there were 162,560,900 shares of common stock outstanding.
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PartI Financial Information
Item 1. Financial Statements (unaudited)
Cincinnati Financial Corporation And Subsidiaries
Condensed Consolidated Balance Sheets

(Dollars in millions except per share data)

ASSETS

Investments

Fixed maturities, at fair value (amortized cost: 2009 $6,613; 2008 $6,058)
Equity securities, at fair value (cost: 2009 $1,993; 2008 $2,077)
Short-term investments, at fair value (amortized cost: 2009 $13; 2008 $84)
Other invested assets

Total investments

Cash and cash equivalents
Investment income receivable
Finance receivable

Premiums receivable
Reinsurance receivable

Prepaid reinsurance premiums
Deferred policy acquisition costs
Deferred income tax

Land, building and equipment, net, for company use (accumulated depreciation:

2009 $305; 2008 $297)
Other assets
Separate accounts

Total assets

LIABILITIES

Insurance reserves

Loss and loss expense reserves
Life policy reserves

Unearned premiums

Other liabilities

Note payable

6.125% senior notes due 2034
6.9% senior debentures due 2028
6.92% senior debentures due 2028
Separate accounts

Total liabilities

Commitments and contingent liabilities (Note 7)
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March
31,
2009

$ 6,479
2,302

13

82

8,876
515
98
71
1,085
735
15
510
275

236
138
554

$ 13,108

$ 4,093
1,573
1,582

586
49
371
28
391
554

9,227

December
31,
2008

$ 5,827
2,896

84

83

8,890
1,009
98

71
1,059
759
15
509
126

236
49
548

$ 13,369

$ 4,086
1,551

1,544

618

49

371

28

392

548

9,187
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SHAREHOLDERS EQUITY
Common stock, par value $2 per share; (authorized: 2009 500 million shares,

2008 500 million shares; issued: 2009 196 million shares, 2008 196 million shares) 393
Paid-in capital 1,072
Retained earnings 3,551
Accumulated other comprehensive income 69
Treasury stock at cost (2009 34 million shares, 2008 34 million shares) (1,204)
Total shareholders equity 3,881
Total liabilities and shareholders equity $ 13,108

Accompanying notes are an integral part of these statements.
Cincinnati Financial Corporation
Form 10-Q for the quarterly period ended March 31, 2009

$

393
1,069
3,579

347

(1,206)

4,182

13,369

Table of Contents



Edgar Filing: CINCINNATI FINANCIAL CORP - Form 10-Q

Table of Contents

Cincinnati Financial Corporation And Subsidiaries
Condensed Consolidated Statements Of Income

Three months ended March

31,
(In millions except per share data) 2009 2008
REVENUES
Earned premiums
Property casualty $ 732 $ 751
Life 33 29
Investment income, net of expenses 124 152
Realized investment gains and losses 2) (232)
Other income 3 4
Total revenues 890 704
BENEFITS AND EXPENSES
Insurance losses and policyholder benefits 581 536
Commissions 152 150
Other operating expenses 99 91
Taxes, licenses and fees 17 21
Increase in deferred policy acquisition costs 7 (6)
Interest expense 14 12
Total benefits and expenses 856 804
INCOME (LOSS) BEFORE INCOME TAXES 34 (100)
PROVISION (BENEFIT) FOR INCOME TAXES
Current 2) 22
Deferred 1 (80)
Total benefit for income taxes 1) (58)
NET INCOME (LOSS) $ 35 $ (42)
PER COMMON SHARE
Net income (loss) basic $ 0.22 $ (0.26)
Net income (loss) diluted 0.22 (0.26)

Accompanying notes are an integral part of these statements.
Cincinnati Financial Corporation
Form 10-Q for the period ended March 31, 2009

Table of Contents 7



Edgar Filing: CINCINNATI FINANCIAL CORP - Form 10-Q

Table of Contents



Table of Contents

Edgar Filing: CINCINNATI FINANCIAL CORP - Form 10-Q

Cincinnati Financial Corporation And Subsidiaries

Condensed Consolidated

(In millions)

COMMON STOCK
Beginning of year

End of period

PAID-IN CAPITAL
Beginning of year

Stock options exercised
Stock-based compensation

End of period
RETAINED EARNINGS
Beginning of year

Net income (loss)

Dividends declared

End of period

Statements Of Shareholders Equity

Three months ended March

2009

ACCUMULATED OTHER COMPREHENSIVE INCOME

Beginning of year

Other comprehensive income (loss), net

End of period

TREASURY STOCK
Beginning of year
Purchase

Reissued

End of period

Total shareholders equity

393

393

1,069

1,072

3,579
35
(63)

3,551

347
(278)

69

(1,206)

0
2

(1,204)

COMMON STOCK NUMBER OF SHARES OUTSTANDING

Beginning of year

Purchase of treasury shares

Table of Contents

3,881

162
0

31,

2008

$ 393

393

1,049

1,055

3,404
(42)
(64)

3,298

2,151
(271)

1,880

(1,068)
(109)

0
(1,177)

$ 5449

166
3)
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End of period 162 163
COMPREHENSIVE INCOME
Net income (loss) 35 42)
Net unrealized investment gains and losses and other, net of deferred income tax (278) 271)
Total comprehensive loss (243) (313)
Accompanying notes are an integral part of these statements.
Cincinnati Financial Corporation
Form 10-Q for the quarterly period ended March 31, 2009
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Cincinnati Financial Corporation And Subsidiaries
Condensed Consolidated Statements Of Cash Flows

(In millions)

CASH FLOWS FROM OPERATING ACTIVITIES
Net income (loss)

Adjustments to reconcile net income (loss) to net cash provided by operating
activities:

Depreciation, amortization and other non-cash items
Realized losses on investments

Stock-based compensation

Interest credited to contract holders

Deferred income tax

Changes in:

Investment income receivable

Premiums and reinsurance receivable

Deferred policy acquisition costs

Other assets

Loss and loss expense reserves

Life policy reserves

Unearned premiums

Other liabilities

Current income tax receivable/payable

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Sale of fixed maturities

Call or maturity of fixed maturities

Sale of equity securities

Collection of finance receivables

Purchase of fixed maturities

Purchase of equity securities

Change in short-term investments, net
Investment in buildings and equipment, net
Investment in finance receivables

Change in other invested assets, net

Change in securities lending collateral invested

Net cash provided by (used in) investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Payment of cash dividends to shareholders
Purchase of treasury shares

Proceeds from stock options exercised

Contract holder funds deposited

Table of Contents
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Three months ended March

2009

1\ W N R

(2
(7
C))

25
38
(23)
(32)

40

62
215
423

873)

(345)
71
®
(6)
3

(458)

(63)

2008

(42)

232

(80)

&)
(6)

52
22
21
(62)
20

178

18
615
137

11

(700)
(123)

51
(1D

3)

126

121

(59)
o7)
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Contract holder funds withdrawn
Change in securities lending payable
Other

Net cash provided by (used in) financing activities

Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of period

Supplemental disclosures of cash flow information:

Interest paid (net of capitalized interest:2009 $0; 2008 $1)
Income taxes paid

Non-cash activities:

Conversion of securities

Equipment acquired under capital lease obligations

Accompanying notes are an integral part of these statements.

(19) (14)
0 (126)
3 (D
(76) (288)

(494) 11
1,009 226

$ 515 $ 237
$ 1 $ 0
50 2

$ 0 $

2 1

Cincinnati Financial Corporation
Form 10-Q for the period ended March 31, 2009
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Notes To Condensed Consolidated Financial Statements (Unaudited)

NOTE 1 Accounting Policies

The condensed consolidated financial statements include the accounts of Cincinnati Financial Corporation and its
consolidated subsidiaries, each of which is wholly owned, and are presented in conformity with accounting principles
generally accepted in the United States of America (GAAP). All significant intercompany balances and transactions
have been eliminated in consolidation.

The preparation of financial statements in conformity with GAAP requires us to make estimates and assumptions that
affect amounts reported in the financial statements and accompanying notes. Our actual results could differ from those
estimates. The December 31, 2008, consolidated balance sheet amounts are derived from the audited financial
statements but do not include all disclosures required by GAAP.

Our March 31, 2009, condensed consolidated financial statements are unaudited. Certain financial information that is
included in annual financial statements prepared in accordance with GAAP is not required for interim reporting and
has been condensed or omitted. We believe that we have made all adjustments, consisting only of normal recurring
accruals that are necessary for fair presentation. These condensed consolidated financial statements should be read in
conjunction with our consolidated financial statements included in our 2008 Annual Report on Form 10-K. The results
of operations for interim periods do not necessarily indicate results to be expected for the full year.

Adopted Accounting Standards

SFAS No. 161, Disclosures about Derivative Instruments and Hedging Activities an amendment of SFAS

No. 133

In March 2008, the Financial Accounting Standards Board (FASB) issued Statements of Financial Accounting
Standard (SFAS) No. 161, Disclosures about Derivative Instruments and Hedging Activities an amendment of SFAS
No. 133. SFAS No. 161 requires that objectives for using derivative instruments be disclosed in terms of underlying
risk and accounting designation. SFAS No. 161 also requires cross-referencing within the footnotes to assist the users
of financial statements in identifying significant information about derivative instruments. We have adopted SFAS
No. 161 and it is effective for all reporting periods beginning after November 15, 2008. SFAS No. 161 does not have
an impact on our company s financial position or results of operations as it focuses on additional disclosures.

SFAS No. 163, Accounting for Financial Guarantee Insurance Contracts an interpretation of SFAS No. 60

In May 2008, the FASB issued SFAS No. 163, Accounting for Financial Guarantee Insurance Contracts an
interpretation of SFAS No. 60. SFAS No. 163 provides guidance on the recognition and measurement of premium
revenue and claim liabilities for certain financial guarantee insurance contracts issued by insurance enterprises, and
require certain related disclosures. Certain disclosure requirements were effective for the third quarter 2008. The
effective date of SFAS No. 163 is the company s fiscal year beginning after December 15, 2008. The company does
not have financial guarantee insurance products and adoption of this statement did not have an impact on our results of
operations and financial position.

Pending Accounting Standards

FSP No. 132(R)-1, Financial Disclosures about Postretirement Benefit Plan Assets

In December 2008, the FASB issued FASB Staff Position (FSP) No. 132(R)-1, Employers Disclosures about
Postretirement Benefit Plan Assets. FSP No. 132(R)-1 is an amendment of SFAS No. 132(R), Employers Disclosures
about Pensions and Other Postretirement Benefits an amendment of FASB Statements No. 87, 88, and 106. FSP

No. 132(R)-1 provides guidance on an employer s disclosures about plan assets of a defined benefit pension or other
postretirement plan. The effective date of SFAS No. 132(R)-1 is the company s fiscal year ending after December 15,
2009. SFAS No. 132(R)-1 will not impact our company s financial position or results of operations as it focuses on
additional disclosures.

FSP No. 107-1 and APB 28-1, Interim Disclosures about Fair Value of Financial Instruments

In April 2009, the FASB issued FSP No. 107-1/Accounting Principles Board (APB) 28-1, Interim Disclosures about
Fair Value of Financial Instruments. FSP No. 107-1/APB 28-1 is an amendment of SFAS No. 107, Disclosures about
Fair Value of Financial Instruments and APB 28, Interim Financial Reporting. FSP No. 107-1/APB 28-1 expands the
fair value disclosures for all financial instruments within the scope of SFAS No. 107 to interim reporting periods. The
effective date of FSP No. 107-1/APB 28-1 is for interim reporting periods ending after June 15, 2009, with early

Table of Contents 13
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adoption permitted. We did not adopt for the first quarter 2009 and do not
Cincinnati Financial Corporation
Form 10-Q for the quarterly period ended March 31, 2009
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anticipate this FSP having a material impact on our results of operations and financial position for the second quarter
of 2009.

FSP No. 115-2 and FSP No. 124-2, Recognition and Presentation of Other-Than-Temporary Impairments

In April 2009, the FASB issued FSP No. 115-2/124-2, Recognition and Presentation of Other-Than-Temporary
Impairments. FSP No. 115-2/124-2 is an amendment of SFAS No. 115, Accounting for Certain Investments in Debt
and Equity Securities and SFAS No. 124, Accounting for Certain Investments Held by Not-for-Profit Organizations.
FSP No. 115-2/124-2 amends the other-than-temporary impairment guidance for debt securities and expands the
presentation and disclosure of other-than-temporary impairments on debt and equity securities in the financial
statements. The effective date of FSP No. 115-2/124-2 is for interim and annual reporting periods ending after

June 15, 2009, with early adoption permitted. We did not adopt for the first quarter 2009 and are currently evaluating
the impact that FSP No. 115-2/124-2 may have on our results of operations and financial position for the second
quarter of 2009.

FSP No. 157-4, Determining Fair Value When the Volume and Level of Activity for the Asset or Liability Have
Significantly Decreased and Identifying Transactions That Are Not Orderly

In April 2009, the FASB issued FSP No. 157-4, Determining Fair Value When the Volume and Level of Activity for
the Asset or Liability Have Significantly Decreased and Identifying Transactions That Are Not Orderly. FSP

No. 157-4 is an amendment of SFAS No. 157, Fair Value Measurements. FSP No. 157-4 applies to all assets and
liabilities and provides guidance on measuring fair value when the volume and level of activity has significantly
decreased and guidance identifying transactions that are not orderly. FSP No. 157-4 requires interim and annual
disclosures of the inputs and valuation techniques used to measure fair value and a discussion of changes in valuation
techniques and related inputs, if any, which occurred during the period. The effective date of FSP No. 157-4 is for
interim and annual reporting periods ending after June 15, 2009, with early adoption permitted. We did not adopt for
the first quarter 2009 and are currently evaluating the impact FSP No. 157-4 may have on our results of operations and
financial position for the second quarter of 2009.

NOTE 2 Investments

Fixed maturities (bonds and redeemable preferred stocks), equity securities (common and non-redeemable preferred
stocks) and short-term investments have been classified as available for sale and are stated at fair values at March 31,
2009, and December 31, 2008.

Unrealized gains and losses

At March 31, 2009, unrealized investment gains before taxes totaled $792 million and unrealized investment losses in
the investment portfolio amounted to $617 million. The unrealized gains were largely due to long-term gains from our
common stock portfolio. Holdings that contributed 10 percent or more of the $792 million in unrealized gains were:
ExxonMobil (NYSE:XOM), Wyeth (NYSE:WYE) and The Procter & Gamble Company (NYSE:PG). Equity
securities unrealized gains declined for the three months ended March 31, 2009, primarily because of equity security
market value fluctuations and the realization of gains through the sale of Fifth Third Bancorp (NASDAQ: FITB),
ExxonMobil Corporation (NYSE: XOM) and sales of other financial and non-financial common stock holdings.

The change in unrealized gains and losses on investments, net of taxes, described in the following table, is included in
other comprehensive income and shareholders equity. Included in Other is an interest-rate swap of less than $1
million. The agreement expires August 29, 2009. Details about the interest-rate swap are found in our 2008 Annual
Report on Form 10-K, Item 8, Note 1, Summary of Significant Accounting Policies, Page 98, and Note 7, Notes
Payable, Page 109.

Three months ended March

31,
(In millions) 2009 2008
Change in unrealized investment gains and losses and other summary:
Fixed maturities $ 97 $ (25)
Equity securities (510) (393)

Table of Contents 15
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Adjustment to deferred acquisition costs and life policy reserves
Pension obligations
Other

Income taxes on above

Total

4) 1
1 1
(12) ()
150 147
$ (279 $ @27

Cincinnati Financial Corporation
Form 10-Q for the period ended March 31, 2009
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Realized gains and losses

Realized gains resulted from sales of Fifth Third and ExxonMobil common stock, along with sales of other financial

and non-financial stock holdings. As a result of the sale of common stock for various banks, including the sale of the

remainder of our holding in Fifth Third in the first quarter, we owned no common stock in banks as of March 31,

2009. The realized loss from the sale of our common stock holding in General Electric (NYSE:GE), which was sold

because of the reduction in its dividend rate, and the sales of financial related preferred securities offset some of these

realized gains from sales of equity securities.

During the three months ended March 31, 2009, we recognized $4 million in realized investment losses related to

current period changes in valuation of our hybrid securities. At March 31, 2009, we had $92 million of hybrid

securities included in fixed maturities that are accounted for under SFAS No. 155.

During the three months ended March 31, 2009, we recognized $50 million in non-cash other-than-temporary

impairment charges for 29 securities. Impairment charges, the majority of which were in the fixed maturity portfolio,

consisted primarily of $35 million in the financial related and real estate sectors and $12 million in the services
cyclical sector. During the three months ended March 31, 2008, we recognized $26 million in other-than-temporary
impairment charges for 21 fixed-maturity holdings. We had no other-than-temporary impairment charges for common

stocks for the three months ended March 31, 2009, compared with $172 million for three months ended March 31,

2008.

Realized gains and losses on investments are recognized in net income on a specific identification basis. See our 2008

Annual Report on Form 10-K, Item 1, Investments Segment, Page 17, for additional discussion of the investment

portfolio. Other-than-temporary declines in the fair value of investments are recognized in net income as realized

investment losses at the time when facts and circumstances indicate such write-downs are warranted.

Collateralized Mortgage Obligations

As indicated in our 2008 Annual Report on Form 10-K, Item 8, Note 2, Investments, Page 106, the securities lending

program was terminated during the third quarter of 2008. In conjunction with the program termination, we chose to

retain a small portfolio of collateralized mortgage obligations rather than sell them at what we felt were distressed
prices in an illiquid market. All $27 million market value of CMOs in the portfolio are collateralized by Alt-A

mortgages that originated between 2004 and 2006. As of March 31, 2009, we owned investment grade CMOs with a

market value and book value of $20 million and $32 million, respectively. Of this $20 million market value,

$18 million is rated AAA by Standard & Poor s. Our non-investment grade CMOs had a market value and book value

of $7 million and $10 million, respectively.

NOTE 3 Fair Value Measurements

Fair Value Hierarchy

In accordance with SFAS No. 157, we categorized our financial instruments, based on the priority of the observable

and market-based data for valuation technique, into a three-level fair value hierarchy. The fair value hierarchy gives

the highest priority to quoted prices with readily available independent data in active markets for identical assets or
liabilities (Level 1) and the lowest priority to unobservable market inputs (Level 3). Valuation techniques have not
changed from December 31, 2008 and, ultimately, management determines fair value.

When various inputs for measurement fall within different levels of the fair value hierarchy, the lowest observable

input that has a significant impact on fair value measurement is used.

Financial instruments are categorized based upon the following characteristics or inputs to the valuation techniques:
Level 1 Financial assets and liabilities for which inputs are observable and are obtained from reliable quoted
prices for identical assets or liabilities in actively traded markets. This is the most reliable fair value measurement
and includes, for example, active exchange-traded equity securities.

Level 2 Financial assets and liabilities for which values are based on quoted prices in markets that are not active

or for which values are based on similar assets and liabilities that are actively traded. This also includes pricing
models which the inputs are corroborated by market data.

Table of Contents 17
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Level 3  Financial assets and liabilities for which values are based on prices or valuation techniques that require
inputs that are both unobservable and significant to the overall fair value measurement. Level 3 inputs include the
following:
o Quotes from brokers or other external sources that are not considered binding;
Cincinnati Financial Corporation
Form 10-Q for the quarterly period ended March 31, 2009
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o Quotes from brokers or other external sources where it can not be determined that market participants would
in fact transact for the asset or liability at the quoted price;

o Quotes from brokers or other external sources where the inputs are not deemed observable.
We conduct a thorough review of fair value hierarchy classifications on a quarterly basis. Reclassification of certain
financial instruments may occur when input observability changes. As noted below in the Level 3 disclosure table,
reclassifications are reported as transfers in/out of the Level 3 category as of the beginning of the quarter in which the
reclassification occurred.
The following tables illustrate the fair value hierarchy for those assets measured at fair value on a recurring basis for
the three months ended March 31, 2009 and December 31, 2008. We do not have any material liabilities carried at fair
value.

Asset fair value measurements at March 31, 2009 using:

Quoted
prices
in Significant
active
markets Significant
for other unobservable
identical observable
assets inputs inputs
(Level
(In millions) 1) (Level 2) (Level 3) Total
Available for sale securities:
Taxable fixed maturities $ 438 $ 3,015 $ 38 $ 3,491
Taxable fixed maturities separate accounts 74 408 0 482
Tax-exempt fixed maturities 0 2,956 5 2,961
Common equities 2,169 0 64 2,233
Preferred equities 0 63 6 69
Collateralized mortgage obligations 0 27 0 27
Short-term investments 0 13 0 13
Top Hat Savings Plan 4 1 0 5
Total $ 2,685 $ 6,483 $ 113 $ 9,281
Asset fair value measurements at December 31, 2008 using:
Quoted
prices in Significant
active
markets Significant
for other unobservable
identical observable
assets inputs inputs
(Level
(In millions) 1) (Level 2) (Level 3) Total

Available for sale securities:
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Taxable fixed maturities $ 395 $ 2,619 $ 50
Taxable fixed maturities separate accounts 65 422 6
Tax-exempt fixed maturities 0 2,728 5
Common equities 2,657 0 64
Preferred equities 0 153 22
Collateralized mortgage obligations 0 30 0
Short-term investments 0 84 0
Top Hat Savings Plan 4 1 0
Total $ 3,121 $ 6,037 $ 147
Level 3 Assets

$ 3,064
493
2,733
2,721
175

30

84

5

$ 9,305

Each financial instrument that was deemed to have significant unobservable inputs when determining valuation is
identified in the tables below by security type with a summary of changes in fair value for the three months ended
March 31, 2009 and December 31, 2008. As of March 31, 2009, total Level 3 assets were 1.2 percent of financial

assets measured at fair value compared with 1.6 percent at December 31, 2008.

Asset fair value measurements using significant unobservable inputs (Level 3)

Taxable Taxable fixed Tax-exempt

fixed  maturities-separate fixed Common Preferred
(In millions) maturities accounts maturities equities equities
Beginning balance,
December 31, 2008 $ 50 $ 6 $ 5 $ o4 $ 22
Total gains or losses
(realized/unrealized):
Included in earnings (or
changes in net assets) 0 0 0 0 3)
Included in other
comprehensive income (D) 0 0 0 2
Purchases, sales, issuances,
and settlements 0 0 0 0 0
Transfers in and/or out of
Level 3 (11) (6) 0 0 (15)
Ending balance, March 31,
2009 $ 38 $ 0 $ 5 $ o4 $ 6

Total

$ 147

3)

1

0

(32)

$ 113

Cincinnati Financial Corporation
Form 10-Q for the period ended March 31, 2009
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Asset fair value measurements using significant unobservable inputs (Level 3)

Taxable Taxable fixed Tax-exempt
fixed  maturities-separate fixed Common  Preferred

(In millions) maturities accounts maturities equities equities Total
Beginning balance,
December 31, 2007 $ 85 $ 3 $ 5 $ 59 $ 58 $ 210
Total gains or losses
(realized/unrealized):
Included in earnings (or
changes in net assets) 0 0 0 0 (6) (6)
Included in other
comprehensive income 2) 0 0 0 3 1
Purchases, sales, issuances,
and settlements (15) 0 0 0 5 (10)
Transfers in and/or out of
Level 3 (14) 0 0 0 0 (14)
Ending balance, March 31,
2008 $ 54 $ 3 $ 5 $ 59 $ 60 $ 181

Level 3 taxable fixed-maturity securities decreased $11 million because of the transfer of three securities from Level 3
hierarchy to Level 2 hierarchy. The transfer was the result of the use of unobservable inputs at December 31, 2008,
compared with observable inputs at March 31, 2009. Preferred equities also transferred two securities totaling

$15 million from Level 3 to Level 2 as the result of observable inputs as of March 31, 2009. At March 31, 2009, total
fair value of assets priced with broker quotes and other market inputs for the SFAS No. 157 disclosure was

$48 million.

Note 4 Reinsurance

Our statements of income include earned consolidated property casualty insurance premiums on assumed and ceded
business:

Three months ended March

31,
(In millions) 2009 2008
Direct earned premiums $ 771 $ 791
Assumed earned premiums 3 2
Ceded earned premiums 42) 42)
Net earned premiums $ 732 $ 751

Our statements of income include incurred consolidated property casualty insurance loss and loss expenses on
assumed and ceded business:

Three months ended March

31,
(In millions) 2009 2008
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Direct incurred loss and loss expenses $ 526 $ 525
Assumed incurred loss and loss expenses 4 (D)
Ceded incurred loss and loss expenses 12 (23)
Net incurred loss and loss expenses $ 542 $ 501

Our statements of income include earned life insurance premiums on assumed and ceded business:

Three months ended March

31,
(In millions) 2009 2008
Direct earned premiums $ 45 $ 42
Assumed earned premiums 0 0
Ceded earned premiums 12) (13)
Net earned premiums $ 33 $ 29

Our statements of income include life insurance contract holder benefits incurred on assumed and ceded business:

Three months ended March

31,
(In millions) 2009 2008
Direct contract holders benefits incurred $ 50 $ 40
Assumed contract holders benefits incurred 0 0
Ceded contract holders benefits incurred a1 &)
Net incurred loss and loss expenses $ 39 $ 35

Cincinnati Financial Corporation
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NOTE 5 Employee Retirement Benefits
The following summarizes the components of net periodic costs for our qualified and supplemental pension plans:

Three months ended March

31,
(In millions) 2009 2008
Service cost $ 2 $ 4
Interest cost 3 4
Expected return on plan assets 3) 4
Amortization of actuarial loss, prior service cost and transition asset 0 1
Net periodic benefit cost $ 2 $ 5

During 2008, we changed the form of retirement benefit we offer associates to a company match on contribution to
the 401(k) savings plan from the defined benefit pension plan. For a discussion of these benefit changes see our 2008
Annual Report on Form 10-K, Item 8, Note 13, Employee Retirement Benefits, Page 113. We made matching
contributions of $2 million to our 401(k) savings plan during the first quarter of 2009.

We made no contribution to the pension plans during the first quarter of 2009. We continue to anticipate contributing
$33 million during 2009 to our qualified pension plan as indicated in our 2008 Annual Report on Form 10-K.

NOTE 6 Stock-Based Associate Compensation Plans

We currently have four equity compensation plans that together permit us to grant various types of equity awards. We
currently grant incentive stock options, non-qualified stock options, service-based restricted stock units and
performance-based restricted stock units under our plans. We also have a Holiday Stock Plan that permits annual
awards of one share of common stock to each full time associate for each year of service up to a maximum of 10
shares. One of our equity compensation plans permits us to grant common stock to our outside directors. For
additional information about our equity compensation plans, see our 2008 Annual Report on Form 10-K, Item 8, Note
17, Stock-Based Associate Compensation Plans, Page 117.

A total of 16,725,250 shares are authorized to be granted under the shareholder-approved plans. At March 31, 2009,
7,356,110 shares were available for future issuance under the plans. During the first three months of 2009, we granted
23,944 shares of common stock to our directors for 2008 service fees. There were no stock-based awards granted to
associates during the period ended March 31, 2009.

Our pretax and after-tax stock-based compensation costs are summarized below:

Three months ended March

31,
(In millions) 2009 2008
Stock-based compensation cost $ 3 $
Income tax benefit 1 1
Stock-based compensation cost after tax $ 2 $ 3

Stock-Based Awards

Stock options are granted to associates at an exercise price that is equal to the fair market value as reported on the
NASDAQ Global Select Market for the grant date and are exercisable over 10-year periods. The stock options
generally vest ratably over a three-year period. In determining the stock-based compensation amounts the fair value of
each option granted is estimated on the date of grant using the binomial option-pricing model. Service-based and
performance-based restricted stock units are granted to associates at fair market value on the date of grant less the
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present value of the dividends that holders of restricted stock units will not receive on the shares underlying the
restricted stock units during the vesting period. Service-based restricted stock units vest as a unit three years after the
date of grant. If certain performance targets are attained, performance-based restricted stock units vest on the first day
of March after a three-calendar year performance period. Quarterly, management reviews and determines the
likelihood that the company will achieve the performance targets for the outstanding groups of service-based restricted
stock units.

As of March 31, 2009, there was $19 million of unrecognized compensation cost related to non-vested awards that is
expected to be recognized over a weighted-average period of 2.1 years.

NOTE 7 Commitments And Contingent Liabilities

In the ordinary course of conducting business, the company and its subsidiaries are named as defendants in various
legal proceedings. Most of these proceedings are claims litigation involving the company s insurance subsidiaries in
which the company is either defending or providing indemnity for third-party claims brought against insureds who are
litigating first-party coverage claims. The company accounts for such activity

Cincinnati Financial Corporation
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through the establishment of unpaid loss and loss adjustment expense reserves. We believe that the ultimate liability,
if any, with respect to such ordinary-course claims litigation, after consideration of provisions made for potential
losses and costs of defense, will be immaterial to our consolidated financial condition, results of operations and cash
flows.
The company and its subsidiaries also are occasionally involved in other legal actions, some of which assert claims for
substantial amounts. These actions include, among others, putative state class actions seeking certification of a state or
national class. Such putative class actions have alleged, for example, improper reimbursement of medical providers
paid under workers compensation insurance policies. The company s insurance subsidiaries also are occasionally
parties to individual actions in which extra-contractual damages, punitive damage, or penalties are sought, such as
claims alleging bad faith in the handling of insurance claims.
On a quarterly basis, we review the outstanding lawsuits seeking such recourse. Based on our quarterly review, we
believe we have valid defenses to each. As a result, we believe the ultimate liability, if any, with respect to these
lawsuits, after consideration of provisions made for estimated losses, will be immaterial to our consolidated financial
position.
Nonetheless, given the potential for large awards in certain of these actions and the inherent unpredictability of
litigation, an adverse outcome could have a material adverse effect on the company s consolidated results of operations
or cash flows, in particular quarterly or annual periods.
NOTE 8 Income Taxes
As of December 31, 2008, we had a gross unrecognized tax benefit (FIN 48 liability) of $2 million. Details about our
FIN 48 liability are found in our 2008 Annual Report on Form 10-K, Item 8, Note 11, Income Taxes, Page 112.
During the current quarter, our unrecognized tax benefits as a result of tax positions taken in the current year increased
approximately $1 million. Our total FIN 48 liability as of March 31, 2009, was $3 million. For the three months ended
March 31, 2009, there have been no changes to any assumptions regarding our FIN 48 liability that may be settled
with the IRS in the next 12 months related to tax years 2007 to 2008.
NOTE 9 Segment Information
We operate primarily in two industries, property casualty insurance and life insurance. We regularly review four
different reporting segments to make decisions about allocating resources and assessing performance:

Commercial lines property casualty insurance

Personal lines property casualty insurance
Life insurance

Investments operations
We report as  Other the non-investment operations of the parent company and its subsidiaries CFC Investment
Company and CinFin Capital Management Company (excluding client investment activities), results of The
Cincinnati Specialty Underwriters Insurance Company and CSU Producer Resources Inc, as well as other income of
our standard market property casualty insurance operations. CinFin Capital Management terminated all operations
effective February 28, 2009. See our 2008 Annual Report on Form 10-K, Item 8, Note 18, Segment Information, Page
119, for a description of revenue, income or loss before income taxes and identifiable assets for each segment.

Cincinnati Financial Corporation
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Segment information is summarized in the following table:

(In millions)

Revenues:

Commercial lines insurance
Commercial casualty
Commercial property
Commercial auto

Workers compensation
Specialty packages

Surety and executive risk
Machinery and equipment

Total commercial lines insurance
Personal lines insurance
Personal auto

Homeowner

Other personal lines

Total personal lines insurance
Life insurance

Investment operations

Other

Total

Income (loss) before income taxes:

Insurance underwriting results:
Commercial lines insurance
Personal lines insurance

Life insurance

Investment operations

Other

Total
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Three months ended March

31,
2009 2008

$ 187 $ 190

121 122

99 101

83 94

35 35

25 25

7 7

557 574

79 83

70 72

22 22

171 177

34 30
122 (80)

6 3

$ 890 $ 704

$ 12) $ 29
35) (18)
eV (D
106 (96)
24) (14)
$ 34 $ (100)

December
March 31, 31,
2009 2008
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Identifiable assets:

Property casualty insurance $ 2,505 $ 2,676
Life insurance 1,067 1,091
Investment operations 8,961 8,907
Other 575 695
Total $ 13,108 $ 13,369

NOTE 10 Subsequent Events

Catastrophe Losses In April 2009, storms affecting our policyholders in Tennessee, Georgia and Alabama currently
are estimated to have resulted in approximately $14 million of reported claims, which will be included in
second-quarter pretax catastrophe losses. This estimate does not take into account development of these catastrophes,
any further catastrophe activity that may occur in the remainder of the second quarter of 2009 or potential
development from events in prior periods.

Cincinnati Financial Corporation
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Item 2. Management s Discussion and Analysis of Financial Condition and Results of Operations
The following discussion highlights significant factors influencing the consolidated results of operations and financial
position of Cincinnati Financial Corporation (CFC). It should be read in conjunction with the consolidated financial
statements and related notes included in our 2008 Annual Report on Form 10-K. Unless otherwise noted, the industry
data is prepared by A.M. Best Co., a leading insurance industry statistical, analytical and financial strength rating
organization. Information from A.M. Best is presented on a statutory basis. When we provide our results on a
comparable statutory basis, we label it as such; all other company data is presented in accordance with accounting
principles generally accepted in the United States of America (GAAP).
We present per share data on a diluted basis unless otherwise noted, adjusting those amounts for all stock splits and
dividends. Dollar amounts are rounded to millions; calculations of percent changes are based on whole dollar amounts
or dollar amounts rounded to the nearest thousand. Certain percentage changes are identified as not meaningful (nm).
Safe Harbor Statement
This is our Safe Harbor statement under the Private Securities Litigation Reform Act of 1995. Our business is subject
to certain risks and uncertainties that may cause actual results to differ materially from those suggested by the
forward-looking statements in this report. Some of those risks and uncertainties are discussed in our 2008 Annual
Report on Form 10-K, Item 1A, Risk Factors, Page 25. Although we often review or update our forward-looking
statements when events warrant, we caution our readers that we undertake no obligation to do so.
Factors that could cause or contribute to such differences include, but are not limited to:

Further decline in overall stock market values negatively affecting the company s equity portfolio and book value

Events, such as the credit crisis, followed by prolonged periods of economic instability, that lead to:
o Significant or prolonged decline in the value of a particular security or group of securities and impairment of

the asset(s)

o Significant decline in investment income due to reduced or eliminated dividend payouts from a particular
security or group of securities

o Significant rise in losses from surety and director and officer policies written for financial institutions
Prolonged low interest rate environment or other factors that limit the company s ability to generate growth in
investment income or interest rate fluctuations that result in declining values of fixed-maturity investments,

including declines in accounts in which we hold bank-owned life insurance contract assets

Recession or other economic conditions resulting in lower demand for insurance products or increased payment
delinquencies

Inadequate estimates or assumptions used for critical accounting estimates
Increased competition that could result in a significant reduction in the company s premium volume

Delays in adoption and implementation of underwriting and pricing methods that could increase our pricing
accuracy, underwriting profit and competitiveness

Inability to defer policy acquisition costs for our personal lines segment if pricing and loss trends would lead
management to conclude this segment could not achieve sustainable profitability.

Changing consumer insurance-buying habits and consolidation of independent insurance agencies that could alter
our competitive advantages
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Unusually high levels of catastrophe losses due to risk concentrations, changes in weather patterns,
environmental events, terrorism incidents or other causes

Increased frequency and/or severity of claims

Ability to obtain adequate reinsurance on acceptable terms, amount of reinsurance purchased, financial strength
of reinsurers and the potential for non-payment or delay in payment by reinsurers

Events or conditions that could weaken or harm the company s relationships with its independent agencies and
hamper opportunities to add new agencies, resulting in limitations on the company s opportunities for growth,
such as:

o  Multi-notch downgrades of the company s financial strength ratings

Cincinnati Financial Corporation
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o Concerns that doing business with the company is too difficult

o  Perceptions that the company s level of service, particularly claims service, is no longer a distinguishing
characteristic in the marketplace

o Delays or inadequacies in the development, implementation, performance and benefits of technology
projects and enhancements

Actions of insurance departments, state attorneys general or other regulatory agencies, including a change to a

federal system of regulation from a state-based system, that:

o Restrict our ability to exit or reduce writings of unprofitable coverages or lines of business

o  Place the insurance industry under greater regulatory scrutiny or result in new statutes, rules and regulations
o Increase our expenses

o  Add assessments for guaranty funds, other insurance related assessments or mandatory reinsurance
arrangements; or that impair our ability to recover such assessments through future surcharges or other rate
changes

o Limit our ability to set fair, adequate and reasonable rates
o Place us at a disadvantage in the marketplace

o Restrict our ability to execute our business model, including the way we compensate agents
Adverse outcomes from litigation or administrative proceedings

Events or actions, including unauthorized intentional circumvention of controls, that reduce the company s future
ability to maintain effective internal control over financial reporting under the Sarbanes-Oxley Act of 2002

Unforeseen departure of certain executive officers or other key employees due to retirement, health or other
causes that could interrupt progress toward important strategic goals or diminish the effectiveness of certain
longstanding relationships with insurance agents and others

Events, such as an epidemic, natural catastrophe or terrorism, that could hamper our ability to assemble our
workforce at our headquarters location

Further, the company s insurance businesses are subject to the effects of changing social, economic and regulatory
environments. Public and regulatory initiatives have included efforts to adversely influence and restrict premium
rates, restrict the ability to cancel policies, impose underwriting standards and expand overall regulation. The
company also is subject to public and regulatory initiatives that can affect the market value for its common stock,
such as recent measures affecting corporate financial reporting and governance. The ultimate changes and
eventual effects, if any, of these initiatives are uncertain.

Introduction

Corporate Financial Highlights

Income Statement and Per Share Data

Three months ended March 31,
(Dollars in millions except share data) 2009 2008 Change %

Income statement data
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Earned premiums $ 765 $ 780 2.0)
Investment income, net of expenses 124 152 (18.7)
Realized investment gains and losses (pretax) 2) (232) 99.3
Total revenues 890 704 26.5
Net income (loss) 35 42) nm
Per share data (diluted)

Net income (loss) 0.22 (0.26) nm
Cash dividends declared 0.39 0.39 0.0
Diluted weighted average shares outstanding 162,663,625 165,105,311 (1.5)

Revenues rose for the three months ended March 31, 2009, compared with the first quarter of 2008 due to lower level
of realized investment losses. The other two primary revenue components, earned premiums and investment income,

declined in the current quarter compared with the same period a year ago. Revenue trends are discussed further in the
respective sections of Results of Operations.

Cincinnati Financial Corporation
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Realized investment gains and losses are recognized on the sales of investments or as otherwise required by GAAP.
We have substantial discretion in the timing of investment sales, and that timing generally is independent of the
insurance underwriting process. GAAP also requires us to recognize in income the gains or losses from certain
changes in market (fair) values of securities even though we continue to hold the securities.

Net income improved for the first three months of 2009 compared to the same period in 2008 primarily because of the
lower level of realized investment losses. The investment income and underwriting profit components of net income
decreased during the current three-month period as discussed below in Results of Operations. As discussed in our
2008 Annual Report on Form 10-K, Item 7, Factors Influencing Our Future Performance, Page 38, there are several
reasons that our performance during 2009 may be below our long-term targets. In that annual report, as part of Results
of Operations, we also discussed the year 2009 outlook for each reporting segment.

The board of directors is committed to rewarding shareholders directly through cash dividends and through share
repurchase authorizations. Through 2008, the company has increased the indicated annual cash dividend rate for 48
consecutive years, a record we believe is matched by only 11 other publicly traded companies. While seeing merit in
continuing that record, with the February 2009 quarterly dividend declaration our board indicated its first priority was
assuring continued financial strength for the company and that its intention was to consider the potential for a 49th
year of increase over the course of 2009.

Balance Sheet Data and Performance Measures

At March At December
31, 31,

(Dollars in millions except share data) 2009 2008
Balance sheet data
Invested assets $ 8,876 $ 8,890
Total assets 13,108 13,369
Short-term debt 49 49
Long-term debt 790 791
Shareholders equity 3,881 4,182
Book value per share 23.88 25.75
Debt-to-capital ratio 17.8% 16.7%

Three months ended March 31,
2009 2008

Performance measure

Value creation ratio (5.7) % 5.9)%
Invested assets, total assets, shareholders equity and book value per share were below year-end 2008, largely because
of declines in the market value of our investment portfolio during the first quarter of 2009, reflecting adverse trends of
securities markets in general. As a result, our total debt-to-capital ratio (capital is the sum of debt plus shareholders
equity) increased 1.1 percentage points from the December 31, 2008, level. The value creation ratio also decreased
because of the decline in the market value of our investment portfolio and is discussed further in the section below
entitled Progress Toward Long-Term Value Creation.

Progress Toward Long-Term Value Creation

Through The Cincinnati Insurance Company, Cincinnati Financial Corporation is one of the 25 largest property
casualty insurers in the nation, based on written premium volume for approximately 2,000 U.S. stock and mutual
insurer groups. We market our insurance products through a select group of independent insurance agencies in 35
states as discussed in our 2008 Annual Report on Form 10-K, Item 1, Our Business and Our Strategy, Page 1.
Although 20009 is a difficult year for our economy, our industry and our company, our long-term perspective lets us
address the immediate challenges while focusing on the major decisions that best position the company for success
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through all market cycles. We believe that this forward-looking view has consistently benefited our policyholders,
agents, shareholders and associates.

To measure our progress, we have defined a measure of value creation that we believe captures the contribution of our
insurance operations, the success of our investment strategy and the importance we place on paying cash dividends to
shareholders. Between 2010 and 2014, we expect to achieve a 12 percent to 15 percent average for the total of 1) our
rate of growth in book value per share plus 2) the ratio of dividends declared per share to beginning book value per
share. With the current economic and market uncertainty, we believe this ratio is an appropriate way to measure our
long-term progress in creating value.

Cincinnati Financial Corporation
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When looking at our longer-term objectives, we see three performance drivers:
Premium growth We believe over any five-year period our agency relationships and initiatives can lead to a
property casualty written premium growth rate that exceeds the industry average. The compound annual growth
rate of our net written premiums was 1.3 percent over the past five years, equal to the estimated growth rate for a
broad group of standard market property casualty insurance companies.

For the first quarter of 2009, our property casualty net written premiums were essentially flat, rising 0.3 percent
to $778 million. A.M. Best forecasts industry growth at 0.9 percent for full-year 2009. Our flat overall growth
despite strong new business reflects the progress on the growth initiatives discussed below in Highlights of
Initiatives Supporting Our Strategies, offset by continued price competition requiring us to take a disciplined
approach to risk selection and pricing and by continued weakness in the broader economy. First-quarter new
business written by our agents rose 28.9 percent to $97 million compared with $76 million for the 2008 first
quarter.

Combined ratio We believe our underwriting philosophy and initiatives can generate a GAAP combined ratio
over any five-year period that is consistently below 100 percent. Our GAAP combined ratio averaged

92.8 percent over the five years ended December 31, 2008. Our combined ratio was below 100 percent in each
year during the period, except 2008 when we experienced a record level of catastrophe losses as discussed in our
2008 Annual Report on Form 10-K, Item 7 Consolidated Property Casualty Insurance Results of Operations,
Page 49. Our statutory combined ratio averaged 92.6 percent over the same period compared with an estimated
98.5 percent for the same industry group.

For the first quarter of 2009, our statutory combined ratio was 105.1 percent, including 7.2 percentage points of
catastrophe losses, compared with 97.3 percent, including 5.7 percentage points of catastrophe losses, for the first
quarter of 2008. A.M. Best forecasts the industry s full-year 2009 combined ratio at 101.1 percent, including 4.0
percentage points of catastrophe losses.

Investment contribution We believe our investment philosophy and initiatives can drive investment income

growth and lead to a total return on our equity investment por