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Cyber Liability Introduction

* Marketplace Summary

* Reinsurance Market and Treaty Structures

 What are some key issues for cedants and reinsurers?
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Marketplace Summary
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~ 40 insurance companies offering mono-line cyber

Only top 6 have portfolios > $25 million premium

Typical maximum limit capacity of $5 million to $25 million

Excess capacity available
— 3" party total capacity ~$350 million
— 1St party total capacity ~$150 million

~$800 million to $1 billion marketplace in 2012 (compared to $14.3 billion for U.S. OtherLiabCM)
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Marketplace Summary
Growing Marketplace

FIGURE 1: PERCENT INCREASE OF 2012 US CLIENTS — CYBER LIABILITY
]

U.S. Cyber Insurance Marketplace Premium Volume

$1,200 mil

$1,000 mil

$800 mil
$600 mil 33.3%
$400 mil
$200 mil
SO mil T T T 1 All Services Education Financial Retail/ Communi- Health Care All Other

32.2%
22.9% N 51.6%

Industries Institutions Wholesale cations,
2009 2010 2011 2012 Media &
Technology
Source: Betterley Reports 2009-2012 Source: Marsh Global Analytics

FIGURE 2: TOTAL LIMITS PURCHASED, BY INDUSTRY — CYBER LIABILITY, ALL REVENUE SIZE
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Reinsurance Market and Treaty Structures

Most reinsurance of cyber as part of broader E&O, D&O or casualty treaty
— 20+ reinsurers currently supporting cyber business
— 7-8 reinsurers support limited number of stand-alone cyber treaties

Quota share is most common structure

Excess of loss available, especially if part of a broader treaty

Treaty features

— Sub-limited coverage when part of broader treaty
- Understanding of loss potential still evolving, technology rapidly changing
- Lack of premium-to-limit balance
— Attachment point restrictions
- Limited pool of experienced primary underwriters
- Claims handling knowledge and resources
— Event limits — “Cyber Hurricane”
- Aggregation of 15t party exposure- especially business interruption
- Increasing exposure from Cloud Computing
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What are some key issues for cedants and reinsurers?

Understanding the coverage
— 1stparty, 3 party, tech E&O, package products

Growing the marketplace
— Why isn't every business already buying this coverage?

Keeping up with technology change
— Internet, email, e-commerce, mobile computing, social media, cloud computing.....

Quantifying the risk
— What data is needed to develop a technical price?

Aggregation
— Credible way to estimate a PML?
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Disclaimer

* Guy Carpenter & Company, LLC provides this Presentation for general information only. The information
contained herein is based on sources we believe reliable, but we do not guarantee its accuracy, and it
should be understood to be general insurance/reinsurance information only. Guy Carpenter & Company,
LLC makes no representations or warranties, express or implied. The information is not intended to be taken
as advice with respect to any individual situation and cannot be relied upon as such. Please consult your
insurance/reinsurance advisors with respect to individual coverage issues.

 Statements concerning tax, accounting, legal or regulatory 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, legal or regulatory advice, which we are not authorized to prowde All such
matters should be reviewed with your own qualified advisors in these areas.

« Readers are cautioned not to place undue reliance on any historical, current or forward-looking statements.
Guy Carpenter & Company, LLC undertakes no obligation to update or revise publicly any historical, current
or forward-looking statements, whether as a result of new information, research, future events or otherwise.

» 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.

© 2013 Guy Carpenter & Company, LLC
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