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U.S. Property Catastrophe Rate-On-Line Index
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Reinsurer Returns Well Below Cost of
Capital

Chart 9: RoE time series for the SUBSET’8
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Global Reinsurer Capital Has Been
Resilient
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Alternative Capital

* Insurance Linked - FRANKLIN
Catastrophe Bond Market Spread vs. High-Yield BB Spread ()
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State of the Market - Property

rl a
/II\ v
P\ : “’:CTZapitaI

- - - — _.--“"r-ﬂ
‘n R .-*""'ﬂf
n;;,%,;.i‘ : -
Source: Artemis Deal Directory — Q121

Perils




orida Floridre ¥a FIwrida

* Florida Florida Florida Florida FloMda Florida Florida FI&ida
Florida Florida Florida Florida Florida Mori
* Florida Florida Florida Florida Florida Flori@a Florida Florida Florigé

* Florida Florida Florida Florida Florida Florigla Florida Florida Floridd
Florida Florida Florida Florida Florida Flori§aghlorida Florida Florida
Florida Florida Florida Florida Florida Florida*Jorida Florida Florida
F orida Flosida Florida Florida Florida Florida Morida Florida Florida
~_ orida Florida Florida Florida Florida Fl\rida Florida Florida
"Florida Florida Florida Florida FloMsesglorida Florida




Florida Market - Loss Cost by Cause of
LOSS
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Florida Market - Weather

Severe Convective Storm Activity
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Florida Market - Ex-CAT Loss Cost by
Cause of Loss
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Florida Market - Litigation

- Litigation frequency and severity represents an additional
expense load of 17% (and rising) on all earned premiums for
Insurers in Florida compared with other catastrophe-prone
states.

* Claims unrelated to catastrophes account for apprOX|mater
60% of all litigation.

ers.are paymg a “hidden tax™ to fund the
t averaged about $680 per family in 2020..
) alor lorida insurers paid almost $3 billion in |aWSU't

ed mto higher premiums for insureds.
to msureds 71% to plaintiff attorneys.

east/2021/01/20/598034.htm
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Florida Market - Litigation

Percent of Nationwide . : ,

, . : Percent of Nationwide Homeowners

Year Homeowners’ Claims Opened in : . :
. Suits Opened in Florida

Florida
2016 7.75% 64.43%
2017 16.46% 68.07%
2018 11.85% 79.91%
2019 8.16% 76.45%

\Assugnment of Benefits is routinely cited asthe source of Iltlgatlon %
re. are a multitude of other avenues for litigation. - - e R

1 SB76 makes some headway on legislative reform but

Source: Florida OIR Information from VAIC's Market Conduct Annual Statement



Florida Market - CY Net Loss & LAE Ratio
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Florida Market - Makeup

Before 04/05 Storms Citizens' Peak Current
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6/3072004 1273112011 Date of Report

Citizens $116,495,754,233
"Pups” $237,534,752,803

Florida-Based $1,814,574,847,556
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Residual Market Policy Level
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Florida Market - Property Reinsurance
Rate Changes
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COVID-19 Impact on Reinsurance

» Market segments affected: event _
cancellation, business interruption, credit
and surety, excess mortality

» Olympics - up to $3B if 2021 canceled

« UPDATE - $300M - $400M from spectator ban
« Wimbledon 2020 ~$150M
« NCAA March Madness 2020 ~$270M

""-é_Bﬁusness Interruption ambiguous policy
language f policyholders in ~

licy language favor

1€ reinsurance public
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Social Inflation & Nuclear verdicts

* Social inflation: “rising costs of insurance
claims that are a result of societal trends
and views toward increased litigation,
broader contract interpretations, plaintiff
frlendly Iegal decisions, and larger jury

- awards.”

" ttps://wwnw.acadic m/so I.fl ning-and-costly:
i Sociao O Tiationii20ganerallyso0retorsiaoto d /020/20 nd%20larger%20juryhiz0awards.

AN Cemmercial Auto, Medical ey
&O Umbrella and Excess R

;]-ntr

347""Wards $10M or
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Social Inflation & Nuclear verdicts

» The average verdict size for a
lawsuit above $1 million
Involving a truck crash has
Increased nearly 1,000% from
2010 to 2018, rising from $2.3

~million to $22.3 million

. https://www.cnbc.com/2021/03/24/rise'-in-nuclear-
4 verdicts—in-Iawsui_tsﬁ—.kthreatens-truckinq.-indu'stry.html ’

: \Ictyﬁl‘gation financing
d
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Count of Medical Practitioner “Nuclear”
Verdicts

Count of Paid Closed S10M or Greater
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Closed Paid Severity - National Practitioners Data Bank

——Severity Limited to 5M
— - Fitted Trend




Reinsurance Pricing Sensitive to Severity

Assumption
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Reinsurance Pricing Sensitive to Severity

Assumption

 Excess of Loss Experience
Pricing - Leverage Effect of
Trend

 Actuary using 5.3% trend

assumption will estimatea
insurance pricesthat ISZ‘; .

Expected Loss Excess of $1M - Varying Trend Assumption
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