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U.S. Policyholder Surplus vs Combined Ratio
1975 — 2019P
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Overall U.S. P&C Industry Profitability
1994 — 2019P
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Underwriting Gain (Loss)
1975 — 2019P
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P/C Industry Net Income After Taxes*
1997 — 2019P
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U.S. P&C Industry
Quarterly Change in Commercial Rates
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U.S. Property & Casualty Insurers
Quarterly Cash Flow
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U.S. Property & Casualty Insurers
Quarterly Net Cash Flow
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U.S. Property & Casualty Insurers

Annual Net Cash Flow
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10-Year U.S. Treasury Rates
Quarterly Data 1982 — March 21, 2019
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U.S. Combined Ratios
2010 — 2019P
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2016 Property & Casualty Insurance
Regulatory Report Card
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The Surplus Lines Marketplace
1988 — 2017
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Surplus Lines vs. Total P&C Industry
1988 — 2017
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[ ]
Surplus Lines Market Segments
1988 — 2017
Premium (Millions)
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The Changing Surplus Lines Market

1997 2017

Premiums - $9.4 Billion Premiums - $44.9 Billion
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Source: A.M. Best Co., Lloyd’s 20
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Surplus Lines as a % of Commercial Lines

1997 2007 2017
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—— _ i ————
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Source: State Insurance Departments, Business Insurance, A.M. Best Co. pkl
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Premium Growth Rates
1988 — 2018:Q2
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Loss & Loss Adjustment Expense Ratios
1996 — 2018:Q1
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Combined Loss & Expense Ratios
1996 — 2018:Q2
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Total Return on Surplus
1996 — 2018:Q2
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Frequency of Insolvencies

Annual Average

1.6%
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frequency for Surplus
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1.2% been 0.71% compared
to Admitted insurers
1.0% at 0.84%

1.4%

0.8%

0.6%

0.4%

0.2%

Surplus Lines Admitted Companies
BN 2000-2009 [ 2010-2017

0%

I 1980-1989 BN 1990-1999

Source: A.M. Best Co. 26
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U.S. Property/Casualty Impairments

By Primary Line
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U.S. Surplus Lines — Share of
Premium by Distributor 2016
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Broker without
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Source: A.M. Best Co. 28
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Surplus Lines Business in California
A Profile of Who or What is Insured in the Surplus Lines Market for 2018*

Does someone you know require the surplus lines
marketplace to run their business or organization?

2018 Total Surplus
Lines Premium

Personal Lines
$120.0M / 2%\

Volume for
L California = $7.64B

Construction
$1.08B/ 14%

Wholesale Trade
S126.5M /2%

Manufacturing
$445.2M / 6%

v’ This represents 100,000
businesses & organizations,

Retail Trade every one of which requires
$324.9M / 4% some form of surplus lines
. . coverage.
Public Admin
$120.9M / 2% v These firms produce in

Transportation, Electric,
Communications,

Gas & Sanitary Svcs.

$979.5M / 13%

excess of $300B a year in
gross revenue, employ
1,750,000 workers, with an
annual payroll in excess of
$50B and pay upwards of
$17B a year in State &
Federal taxes.

Mining/

$26.0M / 0%

v’ But surplus lines accounts for
about 10% of all P&C

. .. [ id in the state.
Agriculture, Forestry & Fishing premiums paic in the state

§76.2M / 1%

Nonclassifiable Establishments $815,615 / 0%

Source: Surplus Line Association of California *Data based on all policies filed with The Surplus Line Association of California. 29
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[ ] [}
Surplus Line Premiums 2018:H1
[ ]
Stamping Office States
California 21.9%
] ! | ] | | |
i 21.1%
e s O S S R o
Texas —— 5%
New York 14.3%
lllinois 5.2%
[
Pennsylvania 4.1% Top 4 states have
(o)
Washington 2.9% over 77% of 2018
_ . Market Share*
North Carolina 2.3%
Arizona 1.8%
Minnesota 1.6%
Mississippi 1.3%
Oregon 1.2%
Nevada 0.9%
Utah 0.9%
Idaho 0.3%
0 3 6 9 12 15 18 21 24 27
% Market Share

I 10% or more Market Share

* Market Share only of those states with stamping offices

Source: Surplus Line Association of Texas 30
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A.M. Best’s Rating Distribution

Total P&C Industry Domestic Professional

As of June 30, 2017 Surplus Lines
As of June 30, 2017

Good 4.2% Y, Exceptional 1.0%

Marginal 0.6%
_—Weak 0.3%

Exceptional Superior
0.4% 30.4%

Source: A.M. Best Co. 31
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California Surplus Lines
Total Policy Count & Total Policy Premium

January 2006 — March 2019
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Global Reinsurance Capital

Traditional & Alternative
2006 — 2018:3Q

Billions, US Dollars
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Source: Company financial statements and Aon Benfield Analytics / Aon Securities Inc. 34
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Alternative Capacity as a Percentage of
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G. J. Sullivan Co. Reinsurance

Global Reinsurance Capital
2010 — 2018

Alternative Capacity accounted for

approximately 16.6% or $99B of the
$595B in global reinsurance
capacity as of 2018

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Source: Aon Benfield Analytics 35
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Reinsurance Combined Ratio & ROE
2011 — 2019P
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Source: Swiss Re Institute; AM Best data and res 36



Generic Presentation as of 4/3/1 (}Q]S@

Share of Losses Paid by Reinsurers
By Disaster

Reinsurers Paid a High
Proportion of Insured
100% Losses Arising from
95% Major Catastrophic
Events Around the World
in Recent Years
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World Insured Catastrophe Losses
2007 — 2017

B Weather-Related B Man-Made B Earthquakes Total Losses
$140,000
$134,350 $138,000
$120,000
$100,000
s
5 80,000 $72819
=
W
$60,000 — 458 685
$44,866
540,000 — ¢y 4,679 $36,537 — $37,678
$29,020
$20,000 I I
$0
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Source: Swiss Re 39
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Natural Loss Events in North America
Number of Relevant Loss Events by Type — 1980-2017
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Accounted events have caused at least one fatality and/or produced normalized losses > US$ 100k, 300k, 1m, or 3m (depending on the assigned World Bank income group of the affected country)

Source: Munich Re NatCatSERVICE — August 2018 40
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Overall and Insured Losses in North America
Relevant Natural Loss Events - 1980 - 2017
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Source: Munich Re NatCatSERVICE — August 2018 41
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Billion-Dollar Events
U.S. 2017 & 2018 Billion-Dollar Weather and Climate Disasters

North & South Dakota, Minnesota Hail Storm & Upper Central/Southeast Tornado Outbreak

& Montana Drought @.. Midwest Severe Weather Central & Northeast
Spring-Fall 2017 Y\. June 9'11, 2017 Severe Weather February 28-March 1' 2017

May 1-4, 2018 Midwest Tornado
Outbreak
March 6-8, 2017

Northeast
Winter Storm

Western Wildfires, arch 1-3, 2018

California Firestorm
Summer-Fall 2017

Central & Eastern
Severe Weather
May 13-15, 2018

California \ * Northe'astern & Eastern
Flooding ® ' Winter Storm

February 8-22, 2017 January 3-5, 2018

Missouri & Arkansas
Flooding & Severe
Weather
April 25-May 7, 2017

Colorado Hailstorm &
Central Severe Weather
May 8-11, 2017

Midwest Severe Weather
June 27-29, 2017

Southeast Freeze
March 14-16, 2017

Southeast Tornadoes
& Severe Storms
March 18-21, 2018

v

Midwest Severe
Weather
June 12-16, 2017

& Winter Storms
January 20-22, 2017

»9 Texas Hail Storm Hurric_ane
%> South/Southeast Severe Weather June 8, 2018 \ Maria

March 26-28, 2017 . . September
Hurricane Harvey Hurricane Irma 19-21,
August 25-31, 2017 September 6-12, 2017 2017

Source: NOAA, through June 2018 42
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Losses from Select North American
Hurricane Seasons

Billions, US Dollars at 2017 Prices

$120
Around 50% of the 2017
$100 —| insured loss will be borne
by US primary insurers VERE
$80
Traditional reinsurance
and alternative capacity
$60 have been hit hard by
2017 losses
Ivan, Jeanne
$40

Isaac, Sandy

Gustav, lke

$20

S0

1992 2004 2005 2008 2012 2017

Source: Swiss Re Institute 43
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Number of Acres Burned in Wildfires in U.S.

Acres Burned (Millions)

12

10

1980 — December 2018

As of December 21, 2018 wildfires

have burned 8,582,604 acres
in the U.S.

‘80 ‘81 ‘82 ‘83 ‘84 ‘85 ‘86 ‘87 ‘88 ‘89 ‘90 ‘91 ‘92 ‘93 ‘94 ‘95 ‘96 ‘97 ‘98 ‘99 ‘00 ‘01 ‘02 ‘03 ‘04 ‘05 ‘O6 ‘07 ‘08 ‘09 ‘10 ‘11 ‘12 ‘13 ‘14 ‘15 ‘16 ‘17 ‘18

Source: National Interagency Fire Center; Insurance Information Institute 44
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Natural Loss Events Worldwide
Number of Relevant Loss Events by Type — 1980-2017
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Accounted events have caused at least one fatality and/or produced normalized losses > US$ 100k, 300k, 1m, or 3m (depending on the assigned World Bank income group of the affected country)

Source: Munich Re NatCatSERVICE — August 2018 45
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Overall and Insured Losses Worldwide
Relevant Natural Loss Events - 1980 - 2017
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Inflation adjusted via country-specific consumer price index and consideration of exchange rate fluctuations between local currency and USS.

Source: Munich Re NatCatSERVICE — August 2018 46
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Monthly Tornado Totals & Related Deaths
2014 - 2017
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*Number of tornado deaths shown per bar
Source: NOAA’s National Weather Service 47
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Top 10 Costliest U.S. Earthquakes and
Resulting Fatalities

Inflation-Adjusted Insured Losses in 2015 Dollars

California 1/17/94
Northridge

California 4/18/06

San Francisco

California 10/17/89
Loma Prieta

Washington 2/28/01
Olympia

Alaska 3/27-28/64

Anchorage

California 2/9/71

San Fernando Valley

California 10/1/87
Whittier, Los Angeles

California 8/24/14

Napa
California 4/4/10
San Diego
California 9/3/00
Napa
$0 $5 $10 $15 $20 $25
SBillions

Fatalities shown at the end of the bars.

Sources: 2016 Munich Re, NatCatSERVICE 48
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NOAA’s Seasonal Hurricane
Forecast Ranges vs. Actual
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Source: National Oceanic & Atmospheric Administration 49
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[ J
National Flood Insurance Program
Policies in Force and Losses Paid 1980 - 2016
Policies in Force (000’s) Losses Paid (000’s)
6,000 $18,000,000
5,500 $16,500,000
5,000 l l l l l l $15,000,000
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4,000 ' l l l l l l l l l $12,000,000
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FEEEERERNEB\RERER
1,500 l . l l‘ l l ' $4,500,000
1,000 ' $3,000,000
’ ' ' ’ ’
500 a ‘ k ; ‘!, $1,500,000
° 1980 1985 1990 1995 2000 2005 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 »

B Policies in Force at Year-End (Left Scale) I Losses Paid (Right Scale)

Source: US Department of Homeland Security, Federal Emergency Management Agency 2017 Fact Book 50
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Top 10 Costliest U.S. Wildland Fires

October & December, 2017
Northern & Southern CA

October 20-21, 1991
Oakland Hills Fire, CA

October 21-24, 2007
Witch Fire, CA

October 25-Nov. 4, 2003
Cedar Fire, CA

October 25-Nov. 3, 2003
Old Fire, CA

September 12-14, 2015
Valley Fire, CA

November 2-3, 1993
Topanga Fire, CA

September 4-9, 2011
Bastrop Complex Fire, TX

October 27-28, 1993
Laguna Canyon Fire, CA

June 24-28, 2012
Waldo Fire, CO

S0 $1,500 $3,000 $4,500 $6,000 $7,500 $9,000 $10,500  $12,000
Millions

Source: Property Claim Services (PCS), a Verisk Analytics business. 51
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Lloyd’s Capacity

$45

540 Lloyd’s capacity is up over
6% in 2016 & has almost
tripled since its 1999 trough
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Source: Lloyd’s 53
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Lloyd’s Syndicate Trends

Bl Average Syndicate Capacity B Number of Syndicates
(Left Scale) (Right Scale)
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Source: Lloyd’s 54
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B Value of Transactions B Number of Transactions
(Left Scale) (Right Scale)
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Sources: AON Benfield, A.M. Best; Insurance Information Institute; Swiss Re Capital Mkts. 56
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Catastrophe Bonds
Risk Capital Outstanding & Annual Issued 2008 - 2017

. B Outstanding (Left Scale) B Issued (Right Scale)
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Sources: GC Securities; Guy Carpenter 57
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For more information or to
share your comments contact:
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