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Market Segment Outlooks

* Qutlooks consider:

Current and forecast economic conditions

Regulatory and legislative environment and potential changes

Lines of business developments: rates, terms & conditions, loss development

Competitive issues
* Outlooks can be Positive, Negative or Stable

« Market segment outlooks are not directly connected to rating outlooks




Market Segment Outlook — US Personal Lines

AM Best is maintaining its Negative outlook,

based on the following negative factors:

« Ongoing volatility in reported results for both the personal auto and
homeowners' lines of business

* Rising loss cost severity, driven by inflationary pressures

« Challenges maintaining rate adequacy

* Restrictive regulatory environment in various states

« Elevated reinsurance costs, coupled with tighter terms and conditions

« Greater frequency of weather events




Market Segment Outlook — US Personal Lines

Positive factors countering these negatives include the following:

« Solid risk-adjusted capitalization with sufficient liquidity; however, capital
cushion eroding for some insurers

« Aggressive push for rate adequacy, with some jurisdictions showing
more accommodative behavior of late

» Improving investment yields due to rising interest rate environment
« Acceleration of digital transformation/technology adoption

« Improving catastrophe risk management practices




Market Segment Outlook — US Commercial Lines

AM Best is maintaining its Stable outlook, based on the following

positive factors:

 Pricing remains strong across most major lines, with notable exceptions

« Segment carriers remain diligent on risk selection, terms & conditions,
and capacity deployment, as evidenced by strong submission flow and
growth in the E&S market

« Balance sheets, liquidity, and performance remain strong despite
continued uncertainty over macroeconomic environment and inflation
(esp. social inflation)

 Interest rates remaining higher for longer




Market Segment Outlook — US Commercial Lines

Negative factors countering these positives include the following:

 Rising loss cost severity, driven by both social (tort) and economic
Inflationary pressures

« Uncertainty over loss reserve adequacy, especially long-tail casualty
lines, with an expectation of continued trend of lower amounts of
favorable prior year development

* Increase in frequency and severity of weather related-events remain a
challenge for property lines

« Continued macroeconomic and geopolitical uncertainty




Market Segment Outlooks — Commercial Lines

Commercial Lines Segment Outlook

Commercial Auto

Commercial Property

Directors & Officers (D&O) Liability
Excess and Surplus Lines

General Liability

Medical Professional Liability
Private Mortgage Insurers

Surety

Title

Workers’ Compensation

Negative
Stable
Negative
Positive
Negative
Stable
Stable
Stable
Negative

Stable

Generally favorable pricing continues in
both property and casualty lines, but at a
more moderate pace with a few exceptions

Social inflation continues to affect casualty
lines; driven by societal shifts, litigation
funding, highly coordinated plaintiff’'s bar

D&O pricing being driven downward by new
competition just as exposures are growing

E&S continues to operate efficiently as
safety valve for pockets of declining
capacity; buoyed by DUAE market

Inflationary pressures — Commercial Auto
and Commercial Property most affected,;

reflecting materials and labor costs
AM
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Property/Casualty Financial Results

2020 2021 2022 2023 1H2024
Change in NPW (%) 2.5 9.4 8.8 10.5 9.1
Combined Ratio (Reported) 98.8 100.0 103.2 101.9 97.9
Less: U.S. Catastrophe Losses 7.7 7.5 6.7 7.8 7.4
Less: A&E Losses 0.3 0.2 0.2 0.2 0.1
Combined Ratio (Normalized) 90.8 92.3 96.3 93.9 90.4
Net Investment Yield (%) 2.8 2.6 3.3 3.2 3.5
E;?:Z‘g f;é“;;‘(;g Net Premiums 9.1 75 5.6 5.9 10.3
After-tax Return on Surplus (ROE) (%) 6.8 6.1 3.8 8.7 13.7
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Property/Casualty — Segment Indicators

Personal Lines Commercial Lines

2022 2023 | 1H2024 | 2022 2023 | 1H2024
Change in Net
romiums Waitten (96) 8.9 12.3 17.2 11.1 7.3 5.1
Comieinee e 1099  106.8 | 1005 94.4 96.5 94.8
(Reported)
Combined Ratio 102.4 97.9 93.0 86.9 87.6 87.3
(Normalized)
ey Jebe (M O 114 3.0 13.0 2.9 11.9 12.1

Surplus (ROE) (%)
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Rating Implications
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2023 Rating Activity

Total Industry

5%

Personal Lines o
Commercial Lines

6%

3%

5%

5%

3%
4%

14% 4%

2%

74%

82%

= Under Review Upgrade = Downgrade Initial = Affirmation

Source: AM Best data and research ( AM
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2023 Rating Actions

Total Industry
35
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Balance Sheet Operating Business Profile Enterprise Risk Lift/Drag Structural Change
Strength Performance Management

mDowngrade m®mUpgrade

Note: Some rating changes impacted more than one assessment

Source: AM Best data and research ( AM
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Property/Casualty — Issuer Credit Rating Activity

By Segment, First Half of 2024

25

20

15

10

2023 Upgrades 2023 Downgrades 2024 Upgrades 2024 Downgrades

®Personal mCommercial

Source: AM Best data and research ( AM )
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Global Reinsurance Outlook —

Positive: A Distinct Type of Hard Cycle
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Why is this Cycle Different?

-8-Rate on Line --US Interest Rates (%)
) /
235 / . ’

ooy _
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5.33
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1992| 1993 1994 1995 1996 1997 1998 1999 2000

Hurricane Andrew 9/11

Increase in interest terror
rates attack

Sustained lower interest Hurricanes —
rates for over six years Harvey, Irma,

Japan and NZ Earthquakes Maria
Thailand Floods
Hurricane Sandy

Hurricanes —
Katrina, Rita,
Wilma

California
wildfires
US hail storms
Typhoons Jebi,
Mangkhut and
Trami in Asia

New reinsurers enter the market in response to
these events

No new
entrants

Sources: Estimates by Guy Carpenter and AM Best
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COVID-19
Pandemic

High inflation

Rising interest
Decline in rates
interest rates Low

Expansionary | unemployment

monetary Secondary
policies perils
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AM Best’s 2024 Market Segment Outlook — Global Non-Life Reinsurance

Outlook —

Revised to Positive CBESTY BEST’S MARKET SEGMENT REPORT

* Not just re-pricing but de-risking

» Sustainable underwriting margins R g o

AM Best is revising its outlook for the global non-life reinsurance segment to Positive from

° C ap |'t al p rote Ctl on | N Ste ad Of The outlook is Stable; dlriver piiroatily biyFehe fallaswng Faceas

moving to Positive

* Improved property reinsurance margins, driven by increased rates and attachment points

e ar n i n g S Stab i I i Se rS from Stable’ as achicved in 2023. These conditions arc unlikely to soften through the 2024 cycle.

reinsurers continue * More robust investment income, driven pri mari]y hy highcr new moncy yic|ds on fixed-income
instruments. A slower drop in rates than originally anticipated should support returns over the

. . toreapthe benefits -

= N 0 Cap Ital d e p I etl O n of hlgher interest * The segment remains well capitalized, with no new players expected to disrupt current market
discipline. Consolidation and a flight to quality are more likely.

rates » DC”1and Fﬂr C(’VCTﬂgC rcmains hlgh dUC to CIC\’EIer IOSS FquUCﬂCY in Pr(’)PCrrY lllncs a'1d gcncl‘a]

L - L] - ‘ :
® C I al I I I S aCtIVIt d rlve n b cconomic uncertainty.
Adverse development reported on US casualty business has been mitigated by strong

underwriting gains and redundant property rescrves.

Se CO n d ary p e ri IS St ro n g d e m an d * Top performers have been able to raise capital to support growth initiatives.

Margins Continue To Improve; Property Cat Risk Realigns with Primary Carriers

.

In 2023, non-life reinsurers reported their most favorable year of the past five. The realignment

* Investor pressure behind e e e e e b ok by s
underwriting discipline for longer

rate-0f \ine, the result was an underwriting margin that hasn’t been realized since 2014,

AM
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Drivers

* Realignment of interests

De-risking » Shift away from high-frequency layers
 Tighter terms and conditions

Robust « Hard pricing to last longer

. : : * More efficient capital management
Capltallsatlon * No capital depletion
No New « No new company formations despite attractive pricing
Class of 2024 - Capital used for opportunistic use or in ILS
Demand for « Cedents looking to restore risk transfer
Complex Risk « Emerging risks, cyber and Al challenging risk transfer
Role of ‘

* Not as impactful as in prior cycles

Interest Rates

20



Return on Equity and Combined Ratio

Tighter terms and SITUIL SR e
conditions

high-frequency Higher profits
layers

Global Reinsurance Market 2019-2022 with 2023 Split — US & Bermuda (GAAP) and Europe (IFRS 17)

18.6

2019

2020 2021

2022 2023 US &

Bermuda (GAAP)
mm Combined Ratio (%) ===Return on Equity (%)

2023 Europe
(IFRS 17)

Return on equity and combined ratios are global through to 2022.
US & Bermuda represents a composite of seven large reinsurers.

CESTY
SINCE 1899 ®
Europe represents composite of large reinsurers that filed under IFRS 17 at year-end 2023. 21
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Robust Operating Results —
Global Benchmarks

Clouded by IFRS 17 Adoption
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Cost of Capital and Realignment of Risk

16
==|\ledian Weighted
14 Average Cost of Capital
(WACC)
12

===|\ledian Return on

Capital Employed
10 \ (ROCE)

8 — Median Market-Derived
Capital Pricing Model
(MCPM)
6
4
2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Reinsurers Meeting Cost of Capital

Improved

: Climate RICIS M Higher for "
technical Positive
L trends rates longer
profitability g
AM
— _ — CBEST
Market-Derived Capital Pricing Model (MCPM) is based on a smaller sample size and has limited SINCE 1899 ®

years due to availability of data
Source: Bloomberg 23



Reinsurers — US & Bermuda, Europe, Lloyd’s and Asia Pacific

US & Bermuda Europe

Combined
Ratio
2019 2020 2021 2022 2023 2019 2020 2021 2022 2023 Retu n on
GAAP IFRS 17 .
, . .. Equity
Lloyd’s Asia Pacific
2019 2020 2021 2022 2023 2019 2020 2021 2022 2023
GAAP IFRS 17
Sources: Europe IFRS 17 comprises Munich Re, Hannover Re and SCOR. BEAMST
N CBESTY
SINCE 1899 ®
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Available Capital —

The Class That Never Was
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Global Reinsurance Market Capital

Estimated Dedicated Reinsurance Capital (USD Billions)

301

320 340 332 345 345 341 394 429 475 411 468 515
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024P

mmTraditional Capital mmFixed Income Equity * Third-Party Capital —Rate on Line

* For reinsurers that have ample cash liquidity to support potential shock losses, the fixed-income equity adjustment
captures the amount of capital that AM Best anticipates will be recovered as bonds mature over time.

Sources: Guy Carpenter and AM Best ( AMS
SINCE 1899 ®
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A Hard Cycle With Excess Capital

Global Reinsurance — Capital Utilization (USD billions)

mm Capital Depletion
Needed to Reach
a BCAR Score of
10% at VaR
99.6%

102.6

91.8

—Capital
Utilization at a
BCAR Score of
25% at VaR
99.6%

2017 2018 2019 2020 2021 2022 2023 2024E

Source: AM Best data and research
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Global Reinsurance — Primary Insurance vs. Reinsurance

Capital Allocation (%)

m Primary
Insurance
i B Reinsurance

2015 2016 2017 2018 2019 2020 2021 2022 2023

999999999
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Probable Maximum Loss as a Percentage of Capital

mm Total Capital
(USD bn)

—Probable
Maximum Loss
(Net)/Total
Capital (%)

2017 2018 2019 2020 2021 2022 2023

Source: AM Best data and research ( AM )
SINCE 1899 ®
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Potential Issues —

What Challenges Lie Ahead?
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Near Term — Potential Concerns

What will the remainder of 2024 be like?

‘ Economic and geopolitical issues

[

US casualty reserve challenges and
social inflation
/
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Longer-Term — Emerging Issues

‘ Scrutiny of catastrophe models

‘ Cyber risks

‘Artlfmlal Intelligence
/
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AM Best’s Expectations —
Profits: Sustainable for Longer

Than in Prior Cycles
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AM Best’s Expectations — What AM Best Said Last Year

Underwriting profits — / Rate increases —
to continue to continue at a slower pace

segment — entrants —

Disciplined expansion of the reinsurance Significant new capital / number of new.
2
led by major players unlikely

business —
but with tighter terms and conditions

high interest rates —
to remain

Inflationary pressures and ) Renewed appetite for volatile lines of

Emerging risks — Higher retentions —
slow expansion here to stay
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AM Best’s Expectations — The Next 12 Months

Underwriting profits — Inflationary pressures and interest rates —

slight reductions, but still strong Abating and declining, slowly

Rate movements —

Significant new capital /
number of new entrants —
unlikely

modest declines in strong performing risks
and higher levels of cover

Retention levels — Increased use of Alternative Capital to flex

minor movements into working layers capital needs

35
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Thank You
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Disclaimer

© AM Best Company, Inc. (AMB) and/or its licensors and affiliates. All rights reserved. ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY COPYRIGHT LAW AND
NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED,
REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY
MEANS WHATSOEVER, BY ANY PERSON WITHOUT AMB’s PRIOR WRITTEN CONSENT. All information contained herein is obtained by AMB from sources believed by it to be
accurate and reliable. AMB does not audit or otherwise independently verify the accuracy or reliability of information received or otherwise used and therefore all information
contained herein is provided “AS IS” without warranty of any kind. Under no circumstances shall AMB have any liability to any person or entity for (a) any loss or damage in whole
or in part caused by, resulting from, or relating to, any error (negligent or otherwise) or other circumstance or contingency within or outside the control of AMB or any of its directors,
officers, employees or agents in connection with the procurement, collection, compilation, analysis, interpretation, communication, publication or delivery of any such information, or
(b) any direct, indirect, special, consequential, compensatory or incidental damages whatsoever (including without limitation, lost profits), even if AMB is advised in advance of the
possibility of such damages, resulting from the use of or inability to use, any such information. The credit ratings, financial reporting analysis, projections, and other observations, if
any, constituting part of the information contained herein are, and must be construed solely as, statements of opinion and not statements of fact or recommendations to purchase,
sell or hold any securities, insurance policies, contracts or any other financial obligations, nor does it address the suitability of any particular financial obligation for a specific
purpose or purchaser. Credit risk is the risk that an entity may not meet its contractual, financial obligations as they come due. Credit ratings do not address any other risk,
including but not limited to, liquidity risk, market value risk or price volatility of rated securities. AMB is not an investment advisor and does not offer consulting or advisory services,
nor does the company or its rating analysts offer any form of structuring or financial advice. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS,
COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR
MADE BY AMB IN ANY FORM OR MANNER WHATSOEVER. Each credit rating or other opinion must be weighed solely as one factor in any investment or purchasing decision
made by or on behalf of any user of the information contained herein, and each such user must accordingly make its own study and evaluation of each security or other financial
obligation and of each issuer and guarantor of, and each provider of credit support for, each security or other financial obligation that it may consider purchasing, holding or selling.

Our Insight, Your Advantage™

AM
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