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Disclaimer

Copyright © 2025 by A.M. Best Company, Inc. and/or its affiliates (collectively, “AM Best”l). All rights reserved. No ﬁart of this report or
document may be distributed in any written, electronic, or other form or media, or stored in_a database or retrieval system, without the prior written
permission of ’AM BEST. For additional details, refer to our Terms of Use available at AM BEST’s website: www.ambest.com/terms. All information
contained herein was obtained by AM BEST from sources believed by it to be accurate and reliable. Notwithstanding the foregowcljg AM BEST does not
make any representation or warranty, expressed or implied, as to the accuracy or completeness of the information contained herein, and all such
information |s_|prowded on an “as is” and “as available” basis, without any warranties of any kind, either express or implied. Under no circumstances
shall AM BEST have any liability to any person or entity for (a) any loss or damage of any kind, in whole or in part caused by, resu_ltlng_ from, or relating
to, any error (negligent or otherwise) or other circumstance or contingency within or outside the control of AM BEST 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, punitive or incidental damages whatsoever (including without
limitation, personal |nJu5y, _Faln and suﬁerln%, emotional distress, loss of revenue, loss of present or prospective profits, loss of business or anticipated
savings, or loss of goodwill) resulting from the use of, or inability to use, any such information, in each case, regardless of (i) whether AM BEST was
advised in advance of the possibility of such damages, (ii) whether such damages were foreseeable, and (iii) the legal or equitable theory (contract, tort
or otherwise) upon which the claim is based. The credit ratings, performance assessments, financial reporting analysis, projections, and any other
observation, position or conclusion constituting part of the information contained herein are, and shall 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
do they individually or collectively 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. Service performance risk is the risk that an entity may not meet its
contractual ServiCe performance obligations on behalf of its insurance partners. Consequently, neither credit ratings nor performance assessments
address any other risk, including but not limited to, liquidity risk, market value risk or price volati ||t:y of rated securities. NO WARRANTY, EXPRESS OR
IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY
SUCH RATING OR ASSESSMENT OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY AM BEST IN ANY FORM OR MANNER
WHATSOEVER. Each credit rating, performance assessment or other opinion_must be weighed solely as one factor in any investment or purchasin
decision made by or on behalf of any user of the information contained herein. Each such user will, with due care, make its own study and evaluation o
each securlrt_?/ or other financial obligation, and of each issuer and guarantor of, and each provider of credit support, and an independent view of service
provider performance for, each security or other financial obligation that it may consider purchasing, holding, or selling or for each service contract that
it may consider_entering into. For additional detail on credit ratings or performance assessments, and their respective scales, usage, and limitations,
refer to the Guide t0 Best's Credit Ratings (http:/www.ambest.com/ratings/index.html) or the Guide to Bests Performance Assessments
(https://www.ambest.com/ratings/assessmentMethodology.himl).
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Disclaimer

US Securities Laws explicitly prohibit the issuance or maintenance of a credit rating where a person involved
in the sales or marketing of a product or service of the CRA also participates in determining or monitoring the
credit rating, or developing or approving procedures or methodologies used for determining the credit rating.

No part of this presentation amounts to sales / marketing activity and AM Best’s Rating Division
employees are prohibited from participating in commercial discussions.

Any queries of a commercial nature should be directed to AM Best's Market Development function.




The Global Reinsurance Market:
Perspectives & Outlook

Dr. Angela Yeo
Senior Director, Head of Analytics - Amsterdam
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Global Reinsurance Market — Discussion Outline

Positive Outlook —
Sustainable results, for longer than usual

Robust operating results for two consecutive years —
Despite heightened cat activity, casualty challenges

1/1/25 renewals —

Plenty of capacity, some softening but healthy margins

Expanding dedicated capital —
Internal capital generation, lack of new entrants

Challenges ahead -
CA wildfires, economic / geopolitical environment, social inflation
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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 e aegmant BREgok

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

° C a p |t a | p rote Ctl on in steaq d Of The outlook is bl A per A iy de el b B

moving to Positive

. g * Improved property reinsurance margins, driven by increased rates and attachment points
ea rn I n S Sta b I | IS e rS from Stablel as achicved in 2023, These conditions arc unlikely to soften through the 2024 cycle.

g reinsurers continue * Morc robust investment income, driven primarily by higher new money yiclds on fixed-income
instruments. A slower drop in rates than otiginzllly anticipated should support returns over the

toreapthe benefits

L] L]
L N O Ca p Ita I d e p I et I O n Of higher 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]H‘JHd FDI’ coverage remains hlgh CIL[C to CICVE[[Cd IOSS Fl'Equ\IﬂCY in PI’(’)PCTIY lincs Ellld gCl]CTZ{I

U (] (] " ; :
® C I a I l I l S a Ctlv It d rI Ve l I b €CONOMIC Uncertainey.
Adverse dcvc|upmcnt rcpor[cd on US casua]ty business has been mit'lgatcd ljy strong,

underwriting gains and redundant property rescrves.

S e CO n d a ry p e ri | S Stro n g d e m a n 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

[ ] I n VeStO r p reSS u re b e h i n d of artachment points in the property reinsurance market allowed reinsurers to limit their losses

thmughout the year, dcspitc active weather patterns. W hen combined with hcalthy increases to

.

underwriting discipline for longer
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Why is this Cycle Different?

-8-Rate on Line

-8-10 Yr US Interest Rates (%)

Sustained lower interest
rates for over six years

Japan and NZ Earthquakes
Thailand Floods
Hurricane Sandy

9/11
terror
attack

Hurricane Andrew

Increase in interest
rates

Hurricanes —
Katrina, Rita,
Wilma

v

New reinsurers enter the market in response to
these events

No new
entrants

Hurricanes —
Harvey, Irma,
Maria

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

COVID-19
Pandemic
Decline in
interest rates
Expansionary
monetary
policies

Few entrants

Sources: Estimates by Guy Carpenter and AM Best

High inflation
Rising interest
rates
Low
unemployment

Secondary
perils
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Cost of Capital and Realignment of Risk

16
==Median Weighted
14 Average Cost of Capital
(WACC)
12

===ledian Return on

Capital Employed
10 \ (ROCE)

8 — Median Market-Derived
N —— Capital Pricing Model
(MCPM)
6
4

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Reinsurers meeting cost of capital

Improved
technical
profitability

Climate NICICE 3 Higher for

trends rates longer Rasitie
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Market-Derived Capital Pricing Model (MCPM) is based on a smaller sample size and
has limited years due to availability of data 10
Source: Bloomberg



Reinsurers — US & Bermuda, and Europe

US & Bermuda Europe
1186
2020 2021 2022 2023 2024E* 2020 2021 2022 2023 2024E*
IFRS17 IFRS 17
mmm Combined Ratio —Return on Equity (ROE) Return on Revenue (ROR)

« Expected profitability through 2024, despite
Hurricane Helene’'s impact

« Combined ratio poised to remain below 100

Notes:
* 2024 AM Best Estimation. 11
Europe IFRS 17 comprises Munich Re, Hannover Re and SCOR.



1/1/25 Renewals

« Property reinsurance has started to soften, but margins remain strong

« Casualty — while being more scrutinized — was renewed without any capacity
constraints

« Traditional reinsurance capital reached an all time high, mostly due to strong
operating earnings and lessened investment volatility

« Third-party capital momentum led by reinvestment of gains by investors

AM
CBEST
SINCE 1899 ®
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Impact of California Wildfires

« Magnitude similar to that of a
major hurricane, but in Q1
(USD 30 — USD 50 billion?)

* Uncertainty as to how the costs
will be shared:
- FAIR Plan/assessments
- CA Wildfire Fund
- Subrogation
- 1 or 2 Events?

« Split between admitted and
non-admitted markets

 Reinsurers’ share of natural

catastrophe risks has declined in
recent years (from 20% to 14% in
the last two years)

But major reinsurers have exhausted
their catastrophe budgets

for Q1 (approximately 40% for the
full year)

Mid-year renewals: geographically
localised changes, still plenty of
capacity and healthy margins
expected. All in all, firm pricing



Global Reinsurance Market Capital

Estimated Dedicated Reinsurance Capital (USD billions)

273

320 340 332 345 345 341 394 429 475 468 500
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024E*

mmm Traditional Capital Third-Party Capital -=Rate on Line

* 2024 AM Best Estimate 14
Sources: Guy Carpenter and AM Best



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%

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

2017 2018 2019 2020 2021 2022 2023 2024E*

* 2024 AM Best Estimate 15
Source: AM Best data and research



Near Term — Potential Concerns

N\
‘ How will 2025 be impacted by early year events
\

. Economic and geopolitical issues
[
. US casualty reserves and social inflation

/

AM
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Long Term — Emerging Issues

N\
‘ Scrutiny of catastrophe models

\
‘ Cyber risks
|

‘ Artificial intelligence
|

‘ PFAS

/

‘ Other risks
/

AM
CBEST
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AM Best’s Expectations — The Next 12 Months

Underwriting profits — Inflationary pressures and interest rates —
stabilisation at robust levels political uncertainty

Rate movements — Significant new capital /

more differentiation, broader cover internal generation / established players

Retention levels — Increased use of alternative capital to meet
differentiation, discipline maintained capital needs

18
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Considerazione dei rischi cyber nel
processo di Rating

Jose Berenguer
Direttore Associato — Analytics
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Global Cyber Insurance Market Outlook — Stable

Estimated US Cyber GWP with Incurred Loss Ratios

Greater demand and geographical mm US GWP (USD billions)

7 expansion US Cyber Insurance Loss Ratio (%)

Continual improvements in cyber
;]E P y

hygiene |
Improved sophistication among product
offering
f
Improvements in underwriting practices
and policy language
- . . 2.3
Y Traditional reinsurance and alternative
capital markets to support growth

2018 2019 2020 2021 2022 2023 2024

S S S Y

21

Source: NAIC, AM Best data and research



Global Cyber Insurance Market Outlook — Stable

Number of US Cyber Claims by Policy Type

m 1st Party m 3rd Party

4,105
8,738

2018 2019 2020 2021 2022 2023 2024

22

Source AM Best data and research



Global Cyber Insurance Market Outlook — Stable

US Cyber Insurance Pricing Changes by Quarter (%)

Increased competition and rates
moderation

34.3

Growing sophistication of attacks using
Al

Aggregation risks

a4 Model risk and divergence among

()
a
models .0.70-00-40.10.0.0.20.3

-1.7-1.5-1.8.2.1

e —
Heavy dependence on reinsurance
2017Q3 2018 2019 2020 2021 2022 2023 2024 2025Q1
AM
I GE D
SINCE§99 ®
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AM Best’s Rating Process
&

Rating Considerations for Cyber

AM
CBEST
SINCE 1899 ®

24



Rating Considerations for Cyber

Balance Sheet Operating : : Enterprise Risk
Business Profile
Strength Performance Management
 Risk-adjusted  Underwriting &  Product * Risk appetite &
capitalization earnings volatility concentration risk tolerances
 Aggregation  Business plans and  High product risk * Risk aggregation
management assumptions «  Limits offered - Risk management
« Cyber modelling « Track record e  Industries covered capabilities
« Stress testing . Size of Insured + Stress testing
 Reinsurance - Management
« Reserve adequacy expertise
 Liquidity

25



Incorporating
Catastrophe Risk & Stress Testing

into the
Rating Process

AM
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Why Incorporating Catastrophe Risk & Stress Testing is Necessary?

Catastrophes — both natural and
man-made — can abruptly impair
(re)insurance companies

Effectively managing exposure to
catastrophe events is essential to
protect and preserve balance
sheet strength

Stress Testing allows AM Best to
capture the uncertainties inherent
in an insurer’s operations and
business plans

Rating Considerations

Aggregate exposure
Concentration of exposures
Historical losses
Deterministic scenarios
Modelled PMLs

Management’s view

27



Cyber — Probable Maximum Losses

Simulated Financial Loss to Entire US Economy by Return Period (USD bn)

30
26
16
9
1
—_—

1-in-5 1-in-10 1-in-20 1-in-50 1-in-100 1-in-200 1-in-250

28
Source: Active Cyber Risk Modeling Report — Coalition Inc 2023
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AM Best's Hot Topics

Jose Berenguer, Direttore Associato, Analytics -
Amsterdam
Andrea Porta, Analista Finanziario - Amsterdam
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Il panorama dei rischi e gli Stress

Testing

Andrea Porta, Analista Finanziario

999999999
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Recent Market Events

California Wildfires

Severe natural catastrophe

events and increasing

European Floods

frequency of such events

Aviation Losses

Baltimore Bridge

Sovereign
Debt Crisis

Brexit
Vote

US Tax Reforms

Solvency Il

Sterling /
currency
depreciation

“Lower for Longer”

IFRS17/LDTI Russia/Ukraine Conflict... ?
" New US President —
US Elections Brexit: UK Leaves the EU tax changes
COVID-19
Middle East
Tension
Protectionism/ Geopolitical Tension...? Cost of Living Crisis....?
Interest Rate Environment Energy Crisis/ High Inflation...?

AM
CBEST
SINCE 1899 ®
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Interconnectivity of Risks 2025

Erosion of human rights
and/or civic freedoms

o .
y

Intrastate violence

Biodiversity loss

and ecosystem collapse | . ™
¥ B Biological, chemical or nuclear @

weapons or hazards
o &

Pollution Inveluntary migration
or displacement

. Disruptions to .

: . ecritical infrastructure
. Infectious diseases

Mon-weather-related
natural disasters . I

Decline in health
® and well-being
® Extreme weather

events .

Disruptions to a systemically
important supply chain

Inequality

Critical change
to Earth systems

. Insufficient public infrastructure .

and social protections

or unemployment

Matural resource .

shortages

Economic downturn

Inflation

@
Asset bubble burst

Debt

Misinformation and disinformation

Censorshipand surveillance

State-based armed conflict

® Adverse outcomes
Online harms  of Al technologies

Societal palarization

. Cyber espionage
Crime and illicit and warfare
economic activity

g‘g} Adverse outcomes
L of frontier technologies
Geoeconomic

confrontation

Lack of economic opportunity ~ Concentration of

strategic resources
and technologies

Talent and/or
labour shortages

Source: World Economic Forum - Global Risks Report 2025

Market Environment —

Increasingly interconnected between risk
categories, with a higher degree of contagion

33

Relative Influences — Edges
High
Medium
Low

Risk Influence — Nodes

‘ High
@ Medium
@ Low

® Economic

® Environmental
Geopolitical

® Societal

® Technological

AM
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Global Outlook — Risks

Short and Long-Term Global Outlook
“Which of the following best characterizes your outlook for the world over the following time periods?”

Short Term (2 Years)
(%)

Long Term (10 Years)
(%)
m Stormy: Global catastrophic risks looming
® Turbulent: Upheavals and elevated risk of global catastrophes
Unsettled: Some instability, moderate risk of global catastrophes

m Stable: Isolated disruptions, low risk of global catastrophes
m Calm: Negligible risk of global catastrophes

34
Source: World Economic Forum - Global Risks Report 2025



Change in Risk Priorities 2025

Bl - Supply Chain Bl - Supply Chain

Disruptions Disruptions
Natural Catastrophes Cyber Bl - Supply Chain Bl - Supply Chain Bl - Supply Chain Bl - Supply Chain
Disruptions Disruptions Disruptions Disruptions

Fire, Explosion Natural Catastrophes Natural Catastrophes Macroeconomic Natural Catastrophes Natural Catastrophes

Developments

Changes in Regulation Market Developments Pandemic Outbreak Energy Crisis
and Legislation

Changes in Regulation Changes in Regulation
and Legislation and Legislation

Market Stagnation or Changes in Regulation Changes in Regulation Changes in Regulation Macroeconomic Climate Change
Decline and Legislation and Legislation and Legislation Developments

Loss of Reputation and Fire, Explosion Climate Change Natural Catastrophes Fire, Explosion
Brand Value

Fire, Explosion

Intensified Competition New Technologies Fire, Explosion Climate Change Climate Change Macroeconomic

Developments

Cyber Loss of Reputation and Market Developments Shortage of Skilled Political Risk and Market Developments
Brand Value Workforce Violence

Theft, fraud corruption Political Risks and Shortage of Skilled Fire, Explosion Shortage of Skilled Political Risk and
Violence Workforce Workforce Violence

Quality deficiencies / Climate Change Macroeconomic Political Risk and Energy Crisis New Technologies

defects Developments Violence

CBE!
BESTD

35
Source: Allianz Risk Barometer



Resilience to Events is Important to Financial Strength

Some big industry events...

Financial us

. ) WTC COVID-19 Asbestos
Crisis Hurricanes

Increased frequency and severity of risks

Secondary

Wildfires Floods Perils

Man-made risks / Human error

Baltimore Cyber Riots Single Risk

Bridge Attacks Explosions/Fires Aviation Losses

36



Why Should Companies Stress Test?

Understand interaction with Determine need for financial
market complexities flexibility and reinsurance

Determine balance sheet
resilience and ability to absorb
shocks

To be proactive about emerging
risks and to develop action plans

Identify risks/scenarios that may

cause insolvency Regulatory requirements

Important component of Enterprise Risk Management —
Manage capital and earnings volatility relative to risk appetite

37



AM Best’'s ERM Assessment — Global Risk Framework & Profile Evaluation

Stress Testing and Concentration are key elements within risk evaluation

Governance/Risk Culture Operational
Leg/Reg/Jud/Eco

Risk Management/Controls

Investments

Reinsurance

Modelled Risks

[ Stress Testing and Non-

I ] [Concentration

Risk
Identification/Reporting

Liquiaity/Capt wgmt |

' Reserving
Risk Appetite/Tol
sk AppetitelTolerance | Product/Underwriting
0% 20% 40% 60% 80% 100% 0% 20% 40% 60% 80% 100%
Embedded m Developed = Evolving ®m Nascent m Unrecognised Very Strong m Appropriate Marginal = Weak =Very Weak

38



Key Takeaways

Insurance Industry has

Uncerta_lnty Strong Balance Shown Resilience to
Remains Sheets
Market Events
Increased frequency Needed to cope with Effective and adaptable
and severity of events; heightened cost of ERM remains key to
higher levels of doing business and manage unknown
contagion and absorbing unforeseen events
Interconnectedness events

Uncertainty and Volatility

also

Create opportunities

39



Prospettive sulle Responsabilita Civili

Emergenti

Andrea Porta, Analista Finanziario

999999999
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The State
of the

US Casualty Market
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The State of the US Casualty Market

Headwinds Tailwinds

» Worsening social inflation, medical « Consistent rate increases and tightening of
expenses, and litigation financing underwriting standards

« Emerging classes of litigation exposure, * The high interest rate environment, which will
with the potential for large-scale class action favourably influence total profitability
lawsuits

« Muted pace of harassment litigations, even
with the erosion of state statutes of
limitations re-opening prior year policy
exposure

Source: 42
AM Best: “Market Segment Outlook: US General Liability Insurance” (March 2025)



The State of the US Casualty Market

Number of Reported Nuclear Verdicts (2013 — 2022)

200
180
160
140
120
100

80
60

40
20

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

USD 50M or More USD 100M or More

USD 10M or More USD 20M or More

43
Source: US Chamber of Commerce Institute for Legal Reform



The Market’s Response

999999999
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The Market’s Response — New Business

‘ Rate Increases

Tightening of Underwriting Standards

‘ Product Segmentation

AM
CBEST
SINCE 1899 ®
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The Market’s Response — Existing Business

‘ Reserve Strengthening
‘ Out of Court Settlements

Loss Portfolio Transfers & Adverse Development Covers

AM
CBEST
SINCE 1899 ®
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Emerging Risks —

PFAS

AM
CBEST
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Emerging Risks — PFAS

 Potential for harm
 Exposure across time & space

 Plaintiff bar interest in mass tort

WA@ 5 « Challenges for claims handling &
Perfluo'rgolkyl' ' reserving
FIREFIGHTING an et - . H
* Lilege g * Potential to impact many lines of
business

CBESDY

48
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Emerging Risks — PFAS

Balance Sheet Operating : : Enterprise Risk

« Challenging to  Adverse reserve * Increase in « Complex
reserve for mass development product risk coverage issues
torts, long may be a drag might increase
latency and on earnings ris_k of
development lag :ieig;sul;gasnce

- Potential f9r . Risk
sEsulullen el identification,
correlation risk reporting and
in tail modelling

challenges

49



Looking Ahead
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Looking Ahead

Challenges are here to stay But all is not doom and gloom

« Social inflation Some profitable sub-segments

* Increased interconnectivity of risks Ability to “underwrite” around the risk

* Interest rates coming down Growing interest from capital markets

« Wage inflation, healthcare costs and service
inflation remain elevated

51



Italian Market Segment Outlooks

Andrea Porta, Analista Finanziario

999999999
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What is a Best’s Market Segment Outlook?

AM Best’s Market Segment Outlooks:

« Examine the current trends in particular AM Best’'s Market Segment Outlook can be

segments of the insurance industry over the Positive, Negative, or Stable, like a Best’s
next 12 months Credit Rating Outlook for a company
* Typical factors considered include: « Many segments covered internationally

— Current and forecast economic conditions
— The regulatory environment and potential
changes

— Emerging product developments - Not an indicator of rating movements
— Competitive pressures

 AM Best ratings take into account how
companies manage these factors and trends

53



AM Best’s 2025 Market Segment Outlook — Italy Non-Life Insurance

Outlook —

Maintained at Stable

» Natural catastrophe risks gaining
relevance due to compulsory
coverage for enterprises

* Profitability expected to be
maintained despite recent updates of
bodily injury compensation tables

« Stable growth sustained by
underwriting discipline

54

BEST’S MARKET SEGMENT REPORT

Our Insight, Your Advantage®

May 27, 2025

While further

claims inflationand
intense competition
are anticipated to
remain challenges
for Italian non-

life insurers, AM
Best expects

the segment to
continue to exhibit
solid profitability in
2025.

Market Segment Outlook:
Italy Non-Life Insurance

AM Best is maintaining its Stable outlock on Traly’s non-life insurance segment, owing to the

F()I l()\%’ ll'lg {ElCtU rs:

* Natural catastrophe risks gaining relevance due to compulsory coverage for enterprises.
* Profitability expected to be maintained despite recent updates of bodily injury compensation
tables.

* Stable growth sustained by underwriting disciphnc.

Natural Catastrophe Risks Gaining Relevance due to Compulsory Coverage for Enterprises

Laws requiring corporate entitics to buy coverage against earthquakes, floods, inundarions and
landslides came into force for large enterprises on March 31, 2025. Medium and small enterprises
will come under the measures later in 2025.

The new rules impose on insuters the duty to underwrite cover for these exposures although wich
provisions to stay within their tisk appetite and access reinsurance support from government-
owned reinsurer, SACE S.p.A. The total reinsurance capacity for these risks is set at EUR 5
billion per year until 2026 and is guaranteed by the state.

Once ful]y effective, this new natural catastmphc scheme is cxpcctcd to drive a l()w-singlc-digi[

percentage increase in gross written premium (GWP) within the non-life Iralian segment.

The law will increase coverage for risks historically poorly penetrated, benefitting risk

(SINCE 1899

®




AM Best’s 2025 Market Segment Outlook — Italy Life Insurance

Outlook — CBESTY BEST’S MARKET SEGMENT REPORT
M a I n ta I n e d at N e g atlve Our insight, Your Advantage®

* Net volumes remain under pressure vz Market Segment Outlook:
Italy Life Insurance
due to surrenders

AM Best is maintaining its Negative outlook on the Ttalian life insurance segment, owing to the

Surrenders are o
F()”()W' lng fﬂctl)l‘.ﬁ;
expected to
: . + Net volumes remain under pressure duc to surrenders.
. . CONEWE LT » Concentrated market with high competition from domestic investment opportunities.
® O n Ce n t rate I I l a r et W It I g pressure on net * Segment exposure to cconomic uncertainty.
volumes in 2025, in .
b - Partia“y mchctting factors are:
competition rrom domestic asegment exposed
to economic * Stable regulatory environment.

i n Ve St m e n t O p p O rt u n i t i e S uncertainty. Net Volumes Remain Under Pressure due to Surrenders

AM Best expects life insurance premium growth momentum in ]ta]y to continue in 2025, albeit at a
slower pace, following the recovery trend seen in 2024, The segment’s tp line is correlated o wider
cconomic-financial conditions, particularly an interest rate environment thart remains attractive.

[ J S e g m e n t eX p OS u re to e CO n O m i C Iraly’s life insurance scgment is dominated by traditional savings policics, posing a challenge for

Tralian life insurers’ product mix diversification.

L]
u n Ce rta I n ty Sales of unit-linked products ate recovering slowly, although volumes are still materially lower

than in 2021 and 2022. Additi(ma"y’, pressure on net inflows is cxpcctcd to continue thl‘nugh()ut
2025, as global geopolitical risks provoke financial markets’ volatility, which in turn has the
Analytical Contacts:

(SINCE 1899 ®
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Italy Life Insurance — Negative Outlook

Lapse Ratio (%)

7.7 7.8
|Iii||||i‘||||ii||||ii|||Iii||‘|ii||||ii||

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 (l)

Net Inflows Class | (EUR m) Net Inflows Class Ill (EUR m)

25,000 2019 20,000 2021

20,000 2018

15,000
15,000 2020 2021 2018 2010 2020 2022
10,000 I 2022 10,000
5,000 I I I I I 2024 5,000 I
2023 I I I I 2023
0 I. [ | I ..ll .l.l | . II.. -_-.-7 0 II.. _Bm I.. I I Il.- - _m

-5,000 . l I B I
410,000 -5,000 A
-15,000 = -10,000
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AM Best’s European Market Segment Outlooks

France Life France Non-Life Germany Life

(Maintained) (Maintained) WEIEEL),

May 22, 2024 May 22, 2024 Jan 21, 2025

Italy Life Italy Non-Life Spain Life
Stable Stable

(Maintained) (Maintained) (Maintained)

May 27, 2025 May 27, 2025 May 23, 2025

UK Life UK Non-Life London Market
Stable Stable Stable

Germany Non-Life

(Maintained)

Dec 17, 2024

Spain Non-Life

Stable
(Maintained)

May 23, 2025

(Maintained) (Maintained) (Revised from Positive)

Jun 03, 2025 Apr 14, 2025 Apr 08, 2025

Click here to download AM Best’s Market Segment Outlooks
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IFRS 17 — Aggiornamenti

Jose Berenguer, Direttore Associato — Analytics
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IFRS 17 and AM Best

Where does AM Best stand after the first year of IFRS 17 reporting?

» AM Best strives for transparency and consistency —
from implementation to improving and refining IFRS17 infrastructure:

- Credit Reports/Financial Reports
- Supplementary Rating Questionnaire (SRQ)
- Internal data capture tables and benchmark tools

* IFRS 17 reporting — further evolution expected
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Working with IFRS 17

AM
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SINCE 1899 ®



IFRS 17 — Observations

AM Best’s current assessment is: Some early subjects for discussion:
« Evolution still to come on content « Segment reporting
and presentation « Expenses
Will be viewed more favourably over time . Contractual Service Margin (CSM)
« Complexity to remain a
challenge

AM Best’s focus is to implement methodology consistently
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Working with IFRS 17

Segment Reporting

 Primarily referring to life/non-life

* Different level of detail in some cases
« P&L data set requires segment roll-forward tables
* Analysis is generally separate

* Expenses allocation is a long-standing subject

AM
CBEST
SINCE 1899 ®
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Working with IFRS 17

» Practice varies on expenses in roll-forward tables

 Translation from roll-forward tables to management
expense data can be unclear

« Composites’ non-operating costs segment allocation

* |dentification of central costs

AM
CBEST
SINCE 1899 ®
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Contractual Service Margin (CSM) — A Ratings Perspective

Local GAAP reporters

with supplementary value IFRS 17 reporters US GAAP reporters
reporting and/or Sli

* |n general, audited quantities are included within » Typically, AM Best's Net Economic Value due to
available capital calculation in the range Long-term Business applies to life segment
_ 0
SRUSIIC » Haircut for volatility and fungibility supports level
 CSM obviously is “loss absorbing”, but are CSM playing field across ratings universe
rbnyO\elgm’S/ r’;ts the same losses that are absorbed » Cohort composition of CSM amortization in

reporting period would show delivery of new

- Scaled up for impact on profit over policy duration business profit

- Assumption changes

« Early experience suggests volatility comparable
to VIF in embedded value reporting
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Wrap Up

« Combination of value-oriented balance  AM Best’s IFRS 17 2025 SRQ for clarity on
sheet with run-rate profit reporting is a data requirements

S ERlS Il ol * AM Best expects expenses reporting

* RoEs with IFRS 17 equity denominator may to evolve
be characterised as an achieved return on
investment. Enhances role of RoE, at
expense of estimated new business IRR

« Scope for more informative reporting
relating to:

| | - OCI| movements
« Complexity remains a challenge. - VFA business impact on CSM

Roll-forward tables likely to have an - Cohort composition of CSM amortization in
increased profile over time reporting period
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