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Recent Headlines

Property/casualty insurance rates decline in 2016

2016 Global Natural Catastrophe Losses
Hit a 4-Year High: Munich Re

Trump presidency to usher in new era for risk managers

Fitch: U.S. Insurers Writing Cyber Coverage

Liberty Mutual to Acquire Ironshore from Totaling $1B in Premiums

China’s Fosun for $3 Billion

Canadian Insurer Fairfax to Acquire Switzerland’s Allied World
in $4.9 Billion Deal _ _ _
Reinsurance capital expands as prices fall

DI‘OHES: A GI‘O‘WlIlg Hazard Fitch cuts its 2017 outlook on property and

casualty insurance to negative

Lloyd's of London concerned for
2017 after insurance loss
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Insurance Market Cycle

Underwriter Concerns: Rates: Soft Market Factors:

@ Low Investment Return ® Increased Capacity

© Strive for Underwriter Profit @ Alternative Capital

© Future CAT Losses ® CAT Losses Below Normal

@ Positive Impact of Higher
Retentions Post 2005/2008
Hurricanes

® Reduced Reserve
Releases from Past Years

@ Certain lines of coverage are _ _
becoming unprofitable @ Improved Underwriter Profit

What will cause the soft insurance market to change?
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Observations by the Numbers

® U.S. Policyholder Surplus bitionsy»
I 2009  $437
i 2016  $680.6

=267

® Underwriters Return on Capital First 6 Montls

i 2015  9.2% 0
i 2016  6.4% (= |

@ Catastrophe Losse&isbilions)®
i 2015  $28 50 y
2016 $42 10 Year Average$46 (o)

Sourcest) Insurance Information Institute (2) Swiss Re




Conclusion

® The overcapacity and soft market conditions will
continue in most lines of coverage enabling assureds to
reduce their total cost of risk.

® The market will start reaching the bottom of the soft
market cycle in 2017 and the pace of rate reductions wil
slow down.

® For the market to turn hard there would have to be a
series of catastrophic losses and/or a financial meltdowr
and/or a significant terrorist event.

@ Important to generate competition while balancing new
and longterm carrier relationships.
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Projected Energy 2017 Rating Trends

Rate |
Trend
© hTTFaK2NBE t NPLISNI& |yR hLISNI (2 NJQé\Q E i
@ Certificate of Financial Responsibility (COFR) Flat —>
© hyaK2NB hLI SN} G2NXQa& 9EGN} 9ELISYaAS \
® Excess Liabilities Flat to down\
@ Onshore Property and Business Interruption

I Catastrophe Exposed

|
I Non Catastrophe Areas l
©® Directors & Officers
—_
~

I Primary Layers Flat

I Excess Layers
*1 Qldzk £ NI OGS |R2dzaGYSyld oAttt OFNEB RSLISYRAYy3d 2
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Energy and Marine Market Update / Forecast
UPSTREANENERGY

o

Despite a large decline in written premium, overall, the sector has continued to produce
good results for 2016 due in large part to another loss free U.S. Gulf of Mexico windstorm
season.

5dzS G2 GKS YINJSUQa LISNF2NXYIYOS RdAdzZNAY3I HnA
pressure with reductions anticipated. Insurers are once again reviewing their book and will
try to limit rate reductions.

For offshore U.S. Gulf of Mexico windstorm risks, we believe that double digit reductions may
be achieved during 2017, but insurers will resist matching the 20%+ reductions allowed in
2015 and 2016 as their perception to that rating is approaching minimum levels.

C2N) hyaK2NB hLSN}G2NQ&a 9EGN)} 9ELISY&AST HAawm
however, increased appetite and additional capacity from new markets continued the
downward rating trend, particularly on larger placements. We anticipate this trend to
continue in 2017.

We expect the energy casualty market to continue its flat to modest softening trend,;
however, pollution and auto exposures remain primary concerns for insurers. Another
significant exception is Oklahoma E&P risks. Concerns are potential liability from recent
AaSAAYAO | OGAQAGE KIFa RN}IYFGAOFffé& NBRAzOSR
in material premium increases.
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Domestic Companies and MGAs

® AIG Oil Rig © Navigators
® Allianz Global Corporate Specialty
Americas @ Travelers/ St. Paul
® Berkley Offshore @ U.S. Fire Insurance Company

_ (Crum & Forster)
® Clearwater Marine/ Hudson

Insurance Group ® Markel (J.H. Blades & Co., Inc.)

® Gotham via ProSight (excess) ® Zurich Global Energy

@ Liberty International (no named windstorm)
(Offshore Package)

. _ @ Partner Re (via Trident)
® Sirius (Offshore Package) via

IR Underwriting Services © StarStongTorus)
® Ironshore © HIG

b2iSY ¢KSNB INBE ydzYSNRdzz R2YSaiAO0 O20SNK2f RSNAK
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Burnett & Coch QCIF NNBft {&éyRAOIFIGS wmMnoc

Global Special Risg€Chaucer Syndicate 1084, HCC Syndicate 4141, Hiscc
Syndicate 33 and Barbican Syndicate 1955

J.H. Blades Contract 400

Starr Teclg C.V. Starr Syndicate 1919

Towerstonec[ f 28 RQa / 2YUNY OO pH

AmMWINE Brit Syndicate 2987

Ascot Underwritingg[ € 28 RQa {8y RAOIFIGS mnwmn

Worldwide Facilitieg Canopius Syndicates 4444 and 958, and Beazley
Syndicates 2633 and 623

Talbot Underwriting Services (US) Ltd.

b2GSY bdzYSNRdza [f28RQa {&8YyRAOFGSE AY |
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Marine and Energy Market Update / Forecast
MIDSTREAM DOWNSTREAMNERGY

Soft market conditions continue. Possibly the most competitive market ever to have
existed.

High levels of capacity remain. Insurer M&A activity (AmMitsui, Endurance
Sampo & Liberty Ironshore) are signs of consolidation.

CAT activity continues to be below average.
CAT capacity is significant when pricing not a factor, but fairly flat at reasonable prici
Premium goals are aggressive with certain markets.

While most markets remain profitable, falling rates and attritional losses have reduce
margins.
Pace of rate reductions are slowing.

Company expense cutting are become more apparent via reorganizing, layoffs & oth
expense cutting.

No known market changing neDAT losseventa 22 NJ f 244548 O6AY
a Russian Coal Power Plant and Mexiciar) Petrochemical Rldddcember fire loss
200dzZNNBR d {FYyYyITTIINR RSQ . dzNH2YRA NJ
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Marine and Energy Market Update / Forecast
MIDSTREAM DOWNSTREAMINERG Ycon®)

Some markets pulling back from some classes of occupancy.

Terrorism Capacity continues to be significant except for Resultant Cyber, which has
been increasing during the course of 2016.

[ 2y3 ¢SNY ! ANBSYSyda o[¢! Qav | NBE Y2NB

2017 markets anticipated to remain stable but signs of fragility are apparent, as note
In come cases above.

Other market influences expected to include Interest Rates, Commodities and Natur:
Disasters.

Limits, Coverages & Retentions will continue to be competitive.

As we potentially move into a changing environment, we believe maintaining long tel
status with key markets and strategies to manage market volatility going forward is
important.

Program structural changes expected to continue to evolve.

Going forward is a good time to obtain broader customized wordings. While these nr
dent available reductions, insurers appear more willing to bend on coverage than su
greater cuts in rate.
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Key Energy Property Domestic Markets and

Estimated Capacity

AIG- $1 Billion

AEGISJI- $200MM
AscotHouston- $35MM
Aspen- $50MM

Allianz- $200MM
BerkshireHathaway- up to $1.5Billion
Berkshire Specialty$100MM
EIM- $35MM

Elseca; New TBA

FM Globatl $200MM+

HDI Gerling $300MM+

Note: CAT capacity is usually less than

PG = Power Generation

© 6 6 6 6 6 6 6 6 o

© o

Houston Casualty Compan$25MM
Ironshore- $50MM*

LibertyL y {BI26MM*

Navigators $40MM

QBE/COF Syndicat8100MM

Scor- $150MM

Sompo- TBA

Starr Tech $150MM

Swiss Re Houstor$75MM+

XL/Catlin- $100MM in both U.S. and
U.K./ $150MM (PG)

Validus- $75MM
Zurich- $150MM / $250MM (PG)

* [ronshore & Liberty consolidation impact TBA

stated capacity
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Property & Business Interruption
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Property & Business Interruption Market:
2016 Year End Review

® 2016 rates were pushed downward due primarily to the
Increased market capacity and the benign US CAT activit
The only major event, Hurricane Matthew estimated
between $1.5 $5 billion, had no market impact.

® CAT modeling continues to be a key tool in underwriting
rating matrix.

® Hall deductibles were increased in North and West Texas
due to the continued hail activity.

® Markets were willing to enhance terms as well as offer
multi-year deals.
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Property & Business Interruption Market:
2016 Year End Review

® CAT deductibles saw downward movement and the-buy
down market became more aggressive.

® Flood continued to be underwritten but willing to
Increase limits in the High Hazard Flood areas. There ha
been a push to privatize the flood market but thus far the
markets affording the coverage are not AM Best rated.

® The MultitFamily sector saw slowing of the downward
rate movement.

® Incumbent underwriters had issue with rate reductions
and term enhancements requested thus forcing them to
be moved off of accounts.

<& 1



Key Property & Business Interruption General Markets

Ground Up/NonCAT Capacity

© Liberty Mutual - +$500MM
Affiliated FM- +$500MM
Chubb- $100MM- $500MM
Travelers $1Bil
Zurich- $750MM
Allianz- +$500MM
Lexingtor+ $2.5BIl
AXIS (admitted)$200MM
CNA- $500MM
ACE $200MM
Starr Specialty$100MM
XL- $1Bil
Swiss Re$300MM

6 6 6 6 6 0 o o o o o o

CATc Named Storm 2015

©

©
©
©
©
©
©
©
©
©
©
©
©

Full limit

Full limit

$5MM - $25MM

$100MM

$25MM 1sttier / $100MM 20 tier
$5MM 1sttier &2 tier
$10MM - $50MM

$25MM 2" tier, less in $tier
$10MM hot zones/$5MM %
$10MM - $50MM

$50MM

$25MM-$50MM

$300MM

CATc Named Storm 2016

©

6 6 6 06 0 0 0 o o o o6 o

Full limit

Full limit

$5MM - $25MM

$100MM

$25MM Fttier / $100MM 2 tier
$50MM Bt & 2"d Tier
$10MM - $50MM

$25MM 2 tier, less in $tier
$10MM hot zones/$5MM %
$10MM - $50MM

$100MM

$100MM

$300MM
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Potential Property & Business Interruption
Opportunities and Issues in 2017

Rate reductions will continue to be achieved but probably not to the level as we
have seen in 2015 and 2016. Marketing accounts to key underwriters will achiev
best results.

CAT Modeling will continue to dictate the capacity markets are willing to provide
and their pricing. Markets still very focused on managing their aggregates in cer
areas. Secondary characteristics can improve the modeling results which will ha
a direct impact on capacity and pricing.

New carriers entering the market, most recently Everest Indemnity, will help to
stimulate the competitive environment.

Treaty reinsurers have again secured rate reductions which will flow down as
reductions to Assureds.

Many carriers fell short of their goals in 2016 so will be looking to be aggressive
new accounts in 2017. They will have to be more open to looking at a renewal a
it is new business or they will see their existing accounts move.

Will Legislators extend/renew the National Flood Insurance Program that expire:
September of 20177
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Crystal Ball for Property & Business Interruption
Rates in 2017

@ Carriers will continue to push for market share and try to expan
their position on profitable accounts. Competition will be key to
achieving the best results.

® Risks located in ne@ AT areas will see flat to 15% rate reduction

® Risk located in CAT areas will be dictated by the modeling resu
but anticipate continued downward rate movement, but not to
the degree we saw in 2016. Restructuring programs may be ke
to achieving greater reductions as incumbents will struggle to h
target rate reductions.

@ Will be a great opportunity to enhance policy terms to include
iIncreasing CAT limits and/or lowering CAT deductibles if desiret
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Primary Casualty
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Casualty

Market: 2015 Year End Review

® Lowinterest rates / flat inflationg no returns

@ EX

posurdasisc flat to down

@ InoC

ustry combined loss ratiery favorable

@ Pricingg continued reductions

@ Audit adjustments In specific industries

@ Early renewal strategies were successful
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Key Casualty General Markets

® Travelers @ State Auto

® Chubb (ACE) ® Zurich

® AIG / Lexington ® Tokio Fire & Marine

® Liberty Mutual @ Philadelphia

® Amerisure @ Mid-Continent Casualty
@ Allied ® Texas Mutual

® Hartford ® Berkshire Hathaway
® Crum & Forster ® Zenith

@ CNA ® Specialty Markets

© Ironshore Entertainment, Sports,
© Hanover Dealerships

b20SY bdzYSNRdzA YI NJ SGa 6Aff GNRAROGS Y
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Energy Casualty Domestic Markets and MGAs

@ Chubb (ACE) ® C.V. Starr

@ Ascot @ Liberty Mutual

@ XL (Catlin) ® Travelers

® AIG / Lexington ® Zurich

® Burnett¢ COF Syndicate © Gotham via MMO (excess only)
® W.R. Berkley ® Navigators

® Hartford @ Everest

@ NAICO ® Endurance

Note: Markets vary via wholesale, MGAs
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Pollution Markets

® Chubb (ACE)
® Beazley

® AIG*

® Great American
® Enviant **

@ Aspen

*  No Pollution Legal Liability
**  Via wholesaler

@ Ironshore

® Navigators
@ Philadelphia
® XL

® Zurich
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Potential Casualty Opportunities & Issues in 2017

® Market competitionc capital continues to be strong
® Coverage enhancementdake advantage
® Adverse loss development in Commercial Auto

® Admitted vs. NorAdmitted: Exempt Purchaser
Questionnaireg do you qualify?

@ Price flat to moderate decrease in some lines,
depending on past performance and financial conditiol
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Crystal Ball for Casualty Rates in 2017

® Casualty

® Excess

® Environmental
@ Aviation

@ International

Rate
Flat to decrease
Flat to decrease
Flat to increase
Flat to decrease

Flat to decrease

Capacity

Remains strong
Remains strong
Limited
Remains strong

Remains strong
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Excess Casualty
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