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LLOYD'S

Underwriting profit of £2bn (10% of premium) driven by #
favourable prior year development...
2014 Combined ratio % I 2015 Combined ratio %
m {?-9%’}
94.4%
88.4% 90.0%
AY excl. Major  Major claims Prior year  Calendar year AY excl. Majer  Major claims Prior year  Calendar year
claims reserve claims rasarve
movements movements
Source: Loyd's pro forma financial statements, 31 Dec 2015, 2014 resulis reflect new UK GAAP and supersede results reported last year, AY: accident year
Premium refers 1o net eamed premium.
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2013 vs 2014 held ULR

2014 YOA ULR higher .
than 2013 YOA ULR

| 2014 YOA ULR lower
than 2013 YOA ULR

. Syndicate strengthened > £1m
L ] Syndicate released < £1m

2013 ULR
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Development of Mid-Point Forecasts
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Monetary amount of Deterioration
Year of Account 18-36 Month Deterioration (Em)
1997 -452
1998 -694
1999 -1,048
2000 -1,498
2001 -339
2002 (to 30 months) -27
1 45
i Total -4,058
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S&P Report Blasts Actuaries

Insurance Actuaries —
A Crisis of Credibility

“It’s an abysmal track record”
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V J Dowling
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Pain

Cheating Fear
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What should not be seen in Actuarial Reports .. .

* Actual v Expected is very bad but ULR has remained the same

e We've considered the underwriting cycle and have adjusted for
it subjectively

e This class is subject to material uncertainty
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e Are the Board able to understand and challenge the reserves
being held ?

e Isthe Reserving process clear ?

* Is the uncertainty in the reserves well communicated ?

*  What is the level of personal credibility of the Reserving Actuary ?
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¢ Clear Communication in Written Work and Presentations to
Board

e Emotional Intelligence

¢ Ultimately a Board Decision
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