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h The state of the market after the financial crisis

Overview

= Capital development before, during, and after the crisis

= Price reaction to the crisis and subsequent shocks

= Market indicators and rating agency actions during the crisis
= Post-crisis investment returns and other pressures

= Outlook and the ‘new normal’
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Capital development before,

during, and after the crisis




Capital growth above trend — Capital of top 10 largest reinsurers
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Price reaction to the crisis
and subsequent shocks

Catastrophe reinsurance market post-event
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Guy Carpenter Global Property Catastrophe Rate-on-Line Index
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‘Known unknowns’: First half losses as % of 2009 SHF

urce: Compar

Percentage Developed

‘Known unknowns’: Development of Catastrophe Losses
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h Japanese Earthquake Catastrophe Excess of Loss at 1 April
Market Capacity and Pricing - Non Life Companies
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Market indicators and rating
agency actions during and

after the crisis




Net PIIGS exposure as a % of net tangible assets
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Carrier CDS spreads volatile of late but not like 2008 / 2009

Basis points

Rating agency reaction — S&P Ratings Distribution: Global Reinsurance
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Note: Shows Guy Carpenter's estimate of the lowering of Berkshire Hathaway's rating from AAA to AA+ on 4 February 2010




h Reinsurance capital by S&P rating

100% -

90% ~
80% -
70%
©
50%
40% -
30%
20% 4
10% 4
0%
YE 07 Current
AA- mA+ A A- Not Rated

h Summary

= Balance sheet restoration

= Lower pricing
= Generic single “A” market

= Shareholders demanding return of capital

= Clouds on the horizon: Yields, reserves, price stability, underwriting
cycle, Solvency Il, sovereign risk, catastrophe budget depletion

Post-crisis investment

returns and other pressures




Yields to maturity on “safe” assets at long-term lows
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5-year yields to maturity, source: Bloomberg data

A structural shift in the ‘Great Moderation’

15%

13%

11%

9%

7%

5%

3%

1%

-1%

-3%

-5%
2333885823338 838853233883885883%8
222232223323 J2223232222232RRARRARIQIKIRRRR

Yields on 10-year government securities MG7 GDP growth

From ‘risk-free return’ to ‘return-free risk’
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Expectations matter more

Derived forward rates of inflation
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US P&C initial accident year loss ratios & subsequent development
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US P&C first year % IBNR
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Loss reserve development favourable impact diminishing
Bermuda Composite weighted by premium
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US commercial pricing approaching ‘soft market’ levels of 2000 - 2001
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h US P&C cash flows diminishing
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Solvency Il non-life reserving factors — S&P A & QIS4 vs. QIS5 Draft
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2011 post-crisis outlook — Returns under pressure

= Bottom line pressures
— Weak investment yields
— Reserve deterioration
- Inflation
— 1H accident year underwriting
= Top line pressures
— Lower premium volumes:
= Recession overhang
= Short-term price cutting
— Regulation — more capital per risk

B = Pressure on returns:
— Lower valuations
— Consolidation
— Return of capital

10



Valuations at long-term lows
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Valuations at long-term lows
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Most carriers are allocating capital effectively

Percentage point spread of one year forward RoE over WACC
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Important Disclosure
Guy Carpenter & Company, LLC provides this report for general information only. The information and data contained herein is based on sources we
believe reliable, but we do not guaranee its accuracy, and it should be understoad to be general insurancelreinsurance information only. Guy Carpenter &
Company, LI'C makes no representations or warranties, express or implied. The information is not ntended to be taken as advice with respect (o any
individual Siuation and cannot be relied Upon as such. Please consuit your insurancelreinsurance advisors wih respect to indvidual coverage issues.

ders are cautioned not to p or statements. Guy Carpenter & Company, LLC undertakes no
obligation to update of revise publicly any data, or current or forward-looking statements, whether as a result of new information, research, future events or
otherwise. The rating agencies referenced herein reserve the right to modify company ratings at any time.
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Statements concerning tax, accounting or legal matters should be understood to be general observations based solely on our experience as reinsurance
brokers and risk consultants and may not be relied upon as tax, accounting or legal advice, which we are not authorized to provide. All such matters should
be reviewed with your own qualified advisors in these areas.

“This document or any portion of the information it contains may not be copied or reproduced in any form without the permission of Guy Carpenter &
Company, LLC, except that clients of Guy Carpenter & Company, LLC need not obtain such permission when using this report for their internal purposes.

‘The trademarks and service marks contained herein are the property of their respective owners.
©2010 Guy Carpenter & Company, LLC
All Rights Reserved
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