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Catastrophe Losses Trends Are

Trending Adversely in the US and
Globally

The Trend is Continuing in 2010
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Global natural catastrophe
loss trends are ominous and
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250 1 portend an even more - _
disastrous decade ahead.
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Source: Munich Re NatCatSERVICE; Insurance Information Institute.
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catastrophes,
but still has
relatively low
levels of
insurance
penetration

Fast growing

Indiais
exposed to
many large-
scale natural
catastrophes,
though still a
“small”
insurance
market

b

2010: Catastrophe losses were relatively
light due to the lack of hurricane activity

Longer-run: An increasing share of insured

catastrophe losses will come from the
developing world, especially China, India

Source: Munich Re NatCatSERVICE; Insurance Information Institute.




Natural Catastrophes: Jan — Mar 2010 ————
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The 12 Jan. Haiti
quake killed 225,500
people, caused $8B+
in economic damage,
but little in the way of

insured losses

Chilean earthquake (mag. 8.8) on

27 Feb. produced at least $4 Winter Storm
billion in insured losses, $20 Severe winter weather in the Xynthia produced at
billion in economic losses. Most Eastern US produced insured least $2B in insured [
costly insurance event in 2010 losses of produced at least losses and $4B in
$1B in insured losses and $2B economic losses
in economic losses :
O  Global natural catastrophes ® Geophysical events ® Hydrological events
(earthquake, tsunami, volcanic activity) (flood, mass movement)
Selection of significant natural ® Meteorological events © Climatological events
catastrophes (see table) (storm) (extreme temperature, drought, wildfire)

© 2010 Munchener Rickversicherungs-Gesellschaft, Geo Risks Research, NatCatSERVICE — As at 29 March 2010



Natural Catastrophes: January — March 2010
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Selection of Significant Events
Overall Insured
. losses* losses* Fatal-
No. Period Event Affected Area tiag*
US$ m, original values
1 7-12 January Winter damage, United States: Midwest (MO, IA); South (AR, LA, 800 160 5
cold wave OK, TX); Southeast (FL, AL, GA, MS, NC, SC, TN)
2 12 January Earthquake Haiti: South (esp. Port-au-Prince) >8,000 222,500
18-22 January Severe storms United States: Southwest (CA, AZ, UT) 180 120 20
4 4-6 February Winter storm, blizzards United States: Northeast (DC, DE, MD, NJ, PA); 180 135 2
Southeast (NC, VA, WV)
5 9-14 February Winter storm, blizzards, | United States. Canada 800 560
winter damage
6 26-28 February | Winter storm Xynthia, Belgium. France. Germany. Netherlands. Portugal. 4,500 >2,000 63
storm surge Spain. Switzerland. United Kingdom
27 February Earthquake, tsunami Chile: Central; South >20,000 >4,000 507
8 6—7 March Hailstorm, severe Australia: Southeast (Victoria) 1,200 780
storms

Losses Total at Least $35.66. More than 223,000 People Were Killed in

*Preliminary figures

First Quarter 2010 Insured Major Catastrophe Losses Were Among the
Highest on Record for Q1, Totaling at least $7.755 Billion. Economic

These Events.

© 2010 Munchener Rickversicherungs-Gesellschaft, Geo Risks Research, NatCatSERVICE — As at 29 March 2010
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Historical Review of Recent

US CAT Losses

2009 Was a Quiet Year in a Loud Decade



US Insured Catastrophe Losses T feetzon
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2009 CAT Losses Were Less than Half of 2008.
2005 Was by Far the Worst Year Ever for Insured Catastrophe

Losses in the Decade of the 2000s Were More than Double the 1990s,
But the Worst Has Yet to Come

Note: 2001 figure includes $20.3B for 9/11 losses reported through 12/31/01. Includes only business and personal
property claims, business interruption and auto claims. Non-prop/Bl losses = $12.2B.

Sources: Property Claims Service/ISO; Insurance Information Institute.




States with Highest Insured —
Catastrophe Losses in 2009 Il
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($ Millions)
Texas led the US with $2.458
billion in catastrophe losses
in 2009 even with no
$3,000 ~ hurricanes hitting the state.
Texas also led the US with
$2.500 - $2,458.0 $10.2 billion in insured in 2008
due largely to Hurricane lke.
$2,000 -
$1,500 -+ $1,319.0
$1,000 -
$500 ~
$0 A

Texas Colorado Georgia Kentucky Oklahoma

*As of February 22, 2010.
Source: PCS/ISO




Natural Catastrophe Losses

In the U.S. 2009

As of January
2010

Tropical
Cyclones

Severe
Thunderstorms

Winter Storms

Wildfires

Floods

Sources: (unmarked) - MR NatCatSERVICE,
T-Property Claims Services (PCS)

Fatalities

21

70

22
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Estimated Estimated

Overall Losses Insured Losses

(US $m) (US $m)

Minor Minor

13,710 9,625°

1,600 7701 009 was 3

near record
f

280 185 T naa—
losses

1,600 232
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U.S. Significant Natural
Catastrophes in 2009 (Pt

$1+ billion economic loss and/or 50+ fatalities (as of Jan. 2010)

Est. Economic Estimated

Losses (US $m) Insured Losses

(US $m)

January 26 - 28 Winter Storm 1,100 5657
February 10 - 13  Thunderstorms 2,500 1,350
March 25 - 26 Thunderstorms 1,500 9957
March — April Flood 1,000 75

April 9 -11 Thunderstorms 1,700 1,150
June 10 -18 Thunderstorms 2,000 1,1001
July 20 -21 Thunderstorms 1,000 8007

Sources: (unmarked) - MR
NatCatSERVICE,
= . S : :



U.S. Significant Natural Catastrophes,
1950 - 2009 i s

Number of Events ($1+ Bill economic loss and/or 50+ fatalities)
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Sources: MR NatCatSERVICE




Losses from U.S. Significant Natural T
Catastrophes 1950 — 2009 Il
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($1+ billion economic loss and/or 50+ fatalities)

180

160 - * EconomicLosses Overall losses from U.S. |

m Insured Losses significant catastrophes totaled

$10.8 billion; insured losses
totaled $5.9 billion
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Sources: MR NatCatSERVICE
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Insured Losses Due to Weather
Perils in the U.S.: 1980 — 2009 Ll

(Tropical Cyclone, Thunderstorm, and Winter Storm only)
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Insured losses due to weather
perils in the U.S. in 2009 were
the highest on record for a year
without a hurricane landfall

1984

1988

1992 1996 2000 2004 2008
Year

Sources: MR NatCatSERVICE, Property Claims Services
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Distribution of US Insured CAT Losses: e sunance
TX, FL, LA vs. US, 1980-2008* i
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Texas

Louisiana

Rest of US

Florida

Florida Accounted for 19% of All US Insured CAT Losses

from 1980-2008: $57.1B out of $297.9B

* All figures (except 2006-2008 loss) have been adjusted to 2005 dollars.

Source: PCS division of ISO. 15




Inflation Adjusted US Insured CAT p—
Losses by Cause of Loss, 1989-2008* '
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B Other
B Wildfires
B Wind/Hail/Flood
B Geologic Events
46.9%
Winter Storms
Terrorism
B Tornadoes

Hurricanes

Hurricanes Account for Nearly Half of All Insured

Catastrophe Losses Over the Past 20 Years

Source: PCS division of ISO. 16



Top 12 Most Costly Disasters o
In US History

(Insured Losses, 2009, $ Billions)

$50 - Hurricane Katrina Remains, By Far, the $45.3
$45 Most Expensive Insurance Event in US
$40 A and World History
$35 A
$30 -
$25 - $22.8 $23.8
$20 - $18.2
$15 A $11.3 %125
$10 - $52 $6.2 $7.3 $8.1 $8.5
$5 A
“on m W - |
Jeanne Frances Rita Hugo Ivan Charley Wilma ke Northndge 9/11  Andrew Katrina
(2004) (2004) (2005) (1989) (2004) (2004) (2005) (2008) (1994) Attacks (1992) (2005)
(2001)

8 of the 12 Most Expensive Disasters in US History
Have Occurred Since 2004,

8 of the Top 12 Disasters Affected FL

Sources: PCS; Insurance Information Institute inflation adjustments. 17
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Total Value of Insured Coastal Exposure ‘j e

(2007, $ Billions)

Florida $2,458.6
New York U $52,378.9
Texas
Massachusetts
New Jersey $522B Increase
Connecticut Since 2004
Louisiana . '
S. Carolina Up 21%
Virginia
Maine . .
N ) In 2007, Florida Still Ranked as the #1 Most
orth Carolina . .
Alabama. Exposed State to Hurricane Loss, with
Georgia $2.459 Trillion Exposure, an Increase of $522B
Delaware or 27% from $1.937 Trillion in 2004

New Hampshire | $55.7
Mississippi [l $51.8 The Insured Value of All Coastal Property Was $8.9
Rhode Island [l $54.1 Trillion in 2007, Up 24% from $7.2 Trillion in 2004
Maryland | $14.9
$0 $500 $1,000 $1,500 $2,000 $2,500 $3,000

Source: AIR Worldwide 18
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US Residual Market Exposure to Loss  pf e

($ Billions) Katrina, Rita, and
Wilma

$900 -

$800 - 4 Florida $771.9

$700 A Hurricanes $656.7 $696.4
$600 - _
Hurricane Andrew
oo $430.5 $419.5
$400 - $372.3
$292.0
$300 ~ B28L8 g 52442
$200 - $150.0
$100 4 $54.7
$0 - | | | |

1990 1995 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

In the 19-year Period Between 1990 and 2008, Total Exposure to Loss in
the Residual Market (FAIR & Beach/Windstorm) Plans Has Surged from

$54.7B in 1990 to $696.4B in 2008

Source: PIPSO; Insurance Information Institute 19
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Capital/Capacity &

Profitability

Historically Volatile &
Catastrophes are a Leading
Cause of Volatility



US Policyholder Surplus:
1975-2009*
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($ Billions)
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Surplus as of 12/31/09 was $511.5B, up from
$437.1B as of 3/31/09. Recent peak was $521.8
as of 9/30/07. Surplus as of 12/31/09 is now
only 2.0% below 2007 peak; Crisis trough was
as of 3/31/09->16.2% below 2007 peak.

“Surplus” is a measure of
underwriting capacity. Itis
analogous to “Owners
Equity” or “Net Worth” in
non-insurance
organizations

/5 /7 79 81 83 8 87 89 91 93 95 97 99 01 O3 05 07 09*

The Premium-to-Surplus Ratio Stood at $0.82:%$1 as of

12/31/09, A Record Low (at Least in Recent History)

* As of 9/30/09
Source: A.M. Best, ISO, Insurance Information Institute.




Ratio of Insured Loss to Surplus for pee—
Largest Capital Events Since 1989* i
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(Percent) Hurricane Katrina and the Other
Storms of 2005 Ranks as the
18% - Largest “Capital Event” Over
0 the Past 20+ Years Due to
Natural Catastrophes
15% - 13.8%
12%
9%
6%
3%
0%
6/30/1989 6/30/1992 12/31/93 6/30/01 Sept.  6/30/04 Florida 6/30/05
Hurricane Hugo Hurricane Northridge 11 Attacks Hurricanes Hurricane
Andrew Earthquake Katrina

* Ratio is for end-of-quarter surplus immediately prior to event. Date shown is end of quarter prior to event
** Date of maximum capital erosion; As of 9/30/09 (latest available) ratio = 5.9%

Source: PCS; Insurance Information Institute 29




ROE: P/C vs. All S
Industries1987-2009* 1§
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(Percent) P/C Insurer Profitability is
Highly Volatile with CAT Losses the

20% - s i
Most Common Source of Volatility Katrina,
Rita, Wilma
15% -
10% - A Q
\_/
5% - \_ )
Lowest CAT
Losses in
15 Years
0% - :
_5% T T T T T T T T T T T T T T T T T T T T T T 1

87 88 89 90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09*
-8 US P/C Insurers - All US Industries

*2008 and 2009 figures exclude mortgage and financial guaranty insurers.
Sources: ISO, Fortune; Insurance Information Institute. 23




Reasons for US P/C Insurer i
Impairments, 1969-2008

Deficient Loss Reserves and Inadequate Pricing Are the Leading Cause

of Insurer Impairments, Underscoring the Importance of Discipline.
Investment Catastrophe Losses Play a Much Smaller Role

|— Reinsurance Failure
Sig. Change in Business

Investment

Problems Deficient Loss Reserves/

In-adequate Pricing

Affiliate Impairment

Catastrophe Losses

Alleged Fraud Rapid Growth

Source: A.M. Best: 1969-2008 Impairment Review, Special Report, Apr. 6, 2008 o4
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