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MR NatCatSERVICE

The world’s largest database on natural catastrophes
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The Loss Database Today

* From 1980 until today all loss events; for USA
and selected countries in Europe all loss events

since 1970.

» Retrospectively, all great disasters since 1950.

» |n addition, all major historical events starting
from 79 AD — eruption of Mt. Vesuvio (3,000

historical data sets).

= Currently more than 35,000 events

© 2014 Munich Re, GeoRisk Unit, NatCatSERVICE



NatCatSERVICE Downloadcenter
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. _ Munich RE =
for statistics and analyses on natural disasters

The downloadcenter provides free access:

= Annual statistics

= Long-term statistics

O | = [nformation on significant natural disasters
O » Focus analyses

' » NatCatSERVICE methodology, info brochure
= Publication Topics Geo
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US Natural Catastrophe Update

US Headlines — First Half 2014

= |nsured losses in the United States in 2014 totaled $8.6 hillion — far below the
2000 to 2013 average loss of $11.0 billion (Jan-July).

» The eastern United States experiences its coldest winter in over a decade;
Resulting damage is estimated to exceed $2 billion.

= Late onset of tornado season, caused by the extended winter, results in lowest
level of insured thunderstorm loss in the past seven years.

= Early wildfire season onset in California due to persistent drought conditions.

= Minor earthquake shakes Los Angeles Basin.

© 2014 Munich Re, GeoRisk Unit, NatCatSERVICE



US Natural Catastrophe Update
Natural disaster losses in the U.S. 2014

Based on perils

'5

Munich RE =

Number of Estimated Overall Estimated Insured
As of July 1, 2014 Events Fatalities Losses (US $m) Losses (US $m)

Severe Thunderstorm 9.100 6,700
Winter Storms & Cold 1 84 3.400 2 400
Waves

Flood, flash flood 10 1 10 -
Earthquake & 5 44 20 )

Geophysical, landslides
Tropical Cyclone - - . ;

Wildfire, Heat Waves, &
Drought

Totals 67 195 13,300 9,100

8 1 770 -

© 2014 Munich Re, GeoRisk Unit, NatCatSERVICE



US Natural Catastrophe Update

Loss events in the U.S. 1980 — 2014
Number of events (January — June only)

Number

100 First Six Months in 2014
67 Events

80

60 II I II
40 II I II

1980 1982 1984 1986 1988 1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014

o

Source: Munich Re, NatCatSERVICE
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Bl Geophysical events
(Earthquake, tsunami,
volcanic activity)

B Meteorological events
(Tropical storm,
extratropical storm,
convective storm,
local storm)

B Hydrological events
(Flood,
mass movement)

[ Climatological events
(Extreme temperature,
drought, forest fire)



US Natural Catastrophe Update

Loss events in the U.S. 1980 — 2014

==
o Munich RE =
Number of events (annual totals 1980 — 2013 vs. first six months 2014)

Number .
. . . B Geophysical events
250 First Six Months in 2014 (Eart%qﬁake, tsunami,
67 Events volcanic activity)
B Meteorological events
200 (Tropical storm,
extratropical storm,
convective storm,
local storm)
150

B Hydrological events
(Flood,
mass movement)

[ Climatological events
(Extreme temperature,
drought, forest fire)
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Source: Munich Re, NatCatSERVICE
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US Natural Catastrophe Update

Loss events in the U.S. 1980 — 2014 : ="
: _ _ Munich RE =
Overall and insured losses (annual totals 1980 — 2013 vs. first six months 2014)

Overall losses totaled US$ 13.3bn; Insured losses totaled US$ 9.1bn
bn USS$ (in 2013 values)*

[ Overall losses

200

[l 'nsured losses
(in 2013 values)*

150

100

50

*Losses adjusted
to inflation based
1980 1982 1984 1986 1988 1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 on country CPI
Source: Munich Re, NatCatSERVICE
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US Natural Catastrophe Update

Loss events in the U.S. 1980 — 2014

Overall and insured losses (January — June only)

Overall losses totaled US$ 13.3bn; Insured losses totaled US$ 9.1bn

bn US$
80

60

40

1980 1982 1984 1986 1988 1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014
Source: Munich Re, NatCatSERVICE
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[ Overall losses
(in 2013 values)*

[l 'nsured losses
(in 2013 values)*

*Losses adjusted
to inflation based
on country CPI
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Notable U.S. Events in the First Half of 2014

Source: Edward Stojakovic, Used under Creative Commons 2.0 License



US Natural Catastrophe Update
Winter storms
First Half 2014

Throughout the winter months, a
persistent “Omega Block” pattern,
combined with a weakened Polar
Vortex, allowed frigid air to stream
southward into eastern United
States & Canada. Minimum
temperatures in some locations
were the lowest in 20 years. Due
to the cold conditions, several
significant frozen precipitation
events occurred across the % _
eastern U.S., reaching as far south : --fi*:-_ 5
Land Surface Temperature Anomaly ( ()

as the Florida panhandle. T T Source: NASA
<18 0 =18

Source: Property Claims Service ) ) )
MR NatCatSERVICE © 2014 Munich Re, GeoRisk Unit, NatCatSERVICE 13



US Natural Catastrophe Update
Loss events in the U.S. 1980 — 2014

Insured losses due to winter storms*

Overall losses totaled US$ 3.4bn; Insured losses totaled US$ 2.4bn
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Insured losses
(in 2014 values)**

== 5 year Mean

*Winter storms include

winter damage, blizzard,

snow storm and cold
wave

**osses adjusted to
inflation based on
country CPI
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US Natural Catastrophe Update
Thunderstorms
Tornado Count for First Half 2014

Daily Count
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The preliminary tornado
counts for the first half of
2014 are about 280 below
the 2005-2013 average.

However, tornado counts
in April (220) and June
2014 (313) were much
higher than observed in
2013.
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US Natural Catastrophe Update
Convective loss events in the U.S.
Number of events 1980 — 2013 and the half year 2014

—
Munich RE =

Number B Convective storm

140 Loss events caused by
severe storm, tornado,
hail, flash flood and
lightning
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US Natural Catastrophe Update
Convective loss events in the U.S.

_ Munich RE =
Overall and insured losses 1980 — 2013 and the half year 2014
bn US$
[ Overall losses
o0 (in 2013 values)*
[l 'nsured losses
20 (in 2013 values)*
Analysis contains:
- severe storm, tornado,
hail, flash flood and
lightning
20
10

*Losses adjusted
to inflation based

on U.S. CPI
1980 1982 1984 1986 1988 1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014

© 2014 Munich Re, GeoRisk Unit, NatCatSERVICE
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US Natural Catastrophe Update

Notable thunderstorm events

First Half 2014

April 28 — May 1: Large SCS
outbreak over the Central Plains
and Deep South. A total of 80
tornadoes have been confirmed,
causing 35 fatalities. Worst hit
were Mayflower, Arkansas, and
Louisville, Mississippi, both hit by
EF4 tornadoes. Insured losses
from the outbreak are estimated
at $1.1 billion.

Source: Property Claims Service
MR NatCatSERVICE

© 2014 Munich Re, GeoRisk Unit, NatCatSERVICE
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Source: NOAA
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US Natural Catastrophe Update
Notable thunderstorm events Munich RE
First Half 2014

Il

May 18 — May 23: Large hail and
non-tornadic wind event stretching
from Montana to New York. Hail
the size of golf balls impacted
sections of Chicago and Denver,
and baseball-sized hail impacted
parts of Indiana and Ohio. Further
east, wind gusts in excess of
hurricane force felled trees and
power lines across the Mid-
Atlantic. Insured losses are
estimated at $1.7 billion.

Source: NOAA

Source: Property Claims Service
MR NatCatSERVICE © 2014 Munich Re, GeoRisk Unit, NatCatSERVICE



US Natural Catastrophe Update
Current U.S. drought conditions
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US Natural Catastrophe Update
Notable wildfires
First Half 2014

A heat wave and strong Santa
Ana winds triggered eight
wildfires in San Diego County
in May. Over 29,000 acres
were burned, with about 60
properties destroyed. While
this event was minor,
continued dry conditions could
lead to large fires in the fall.

California

© 2014 Munich Re, GeoRisk Unit, NatCatSERVICE
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Global Natural Catastrophes in the First Half of 2014
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Global Natural Catastrophe Update

Natural disaster losses worldwide 2014
Headlines on the global view

= In the first half of 2014 losses from natural catastrophes summed up to
USS$ 42bn for direct economic losses and US$ 17bn for insured losses, both well
below the average of the last 10 years.

= Even the biggest loss events did not exceed more than a few billion dollars.
= At 2,700 the number of fatalities was clearly below the long-term average.

= Extraordinary hard winter conditions affected the U.S. and Japan while various
parts of Europe suffered from heavy rainfall, storms and flooding.

= Nearly 60% of all insured losses occurred in North America. This is in line with
the long-term average from 1980 — 2013.

© 2014 Munich Re, GeoRisk Unit, NatCatSERVICE 23



Global Natural Catastrophe Update

Loss events January — June 2014

) ) Munich RE i
Geographical overview

Winter damage - . tarst F|000E B . @ Geophysical events
USA - e o ﬂolodss % Eastern Europe Py Floods, landslides (E?nhquake' tsunami,
-8.1. PRI e St t N volcanic activit

s i ! UK, Ireland ; fghanistan Y

- ' o ~2 N R E Dec 2013 — Feb : ‘ f - @ Meteorological events

(Tropical storm,
extratropical storm,
convective storm,

local storm)
Severe storm, Winter damage ,
hailstorms Japan @ Hydrological events
USA, 18-23.5.2014 6-18.2.2014 (Flood, mass movement)

Severe storm, tornadoes,
flash floods
USA, 27.4-1.5.2014

@ Climatological events
(Extreme temperature,
° drought, wildfire)

Drought
Brazik Dec 20.13 — Mar 2014

Cyclone Ita ]
e Australia, New Zealand, /’ © Loss events
Loss events Severe storm, hailstorm Papua New Guinea ]
‘France, Germany, Belgium 5-18.4.2014 O selection of
8-10.6.2014 Source: Munich Re, NatCatSERVICE, 2014 catastrophes

© 2014 Munich Re, GeoRisk Unit, NatCatSERVICE 24



Global Natural Catastrophe Update

Loss events worldwide 1980 — 2014 Munich RE "
Number of events (annual totals 1980 — 2013 vs. first six months 2014)

Number .
. . . B Geophysical events
1200 First Six Months in 2014 (Earthquake, tsunami,
490 Events volcanic activity)
1000 B Meteorological events

(Tropical storm,
extratropical storm,
convective storm,
local storm)

800

B Hydrological events
(Flood,
mass movement)

600

400

[ Climatological events
(Extreme temperature,

drought, forest fire)
200

1980 1982 1984 1986 1988 1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014

Source: Munich Re, NatCatSERVICE
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Global Natural Catastrophe Update

Loss events worldwide 1980 — 2014

Number of events (January — June only)

Number

600 First Six Months in 2014
490 Events
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Source: Munich Re, NatCatSERVICE
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Global Natural Catastrophe Update

Loss events worldwide 1980 — 2014
Overall and insured losses (annual totals 1980 — 2013 vs. first six months 2014)

Overall losses totaled US$ 42bn; Insured losses totaled US$ 17bn

bn US$
500

400

300

200

100

1980 1982 1984 1986 1988 1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014
Source: Munich Re, NatCatSERVICE

© 2014 Munich Re, GeoRisk Unit, NatCatSERVICE
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[ Overall losses
(in 2013 values)*

[l 'nsured losses
(in 2013 values)*

*Losses adjusted
to inflation based
on country CPI
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Global Natural Catastrophe Update

Loss events worldwide 1980 — 2014

Overall

and insured losses (January — June only)

Overall losses totaled US$ 42bn; Insured losses totaled US$ 17bn

bn US$
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Source: Munich Re, NatCatSERVICE
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[ Overall losses
(in 2013 values)*

[l 'nsured losses
(in 2013 values)*

*Losses adjusted
to inflation based
on country CPI
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Global Natural Catastrophe Update

Loss events worldwide 2014
Overview and comparison with previous years

—
Munich RE =

2014 2013 Average of the | Average of the . Top Year
(Jan — June) (Jan — June) last 10 years last 30 years @ 1984 -2013

2004-2013 1984-2013 . (Jan—June)
(Jan — June) (Jan — June)

Number of events 490 470 410 315 : 620 i
: (2012) i
1
1 1
Overall losses 42,000 65,800 94,500 65,800 E 302,000 E
in US$ m  (original values) : (2011, EQ Japan) :
1 1
Insured losses 17,000 21,100 24,900 14,700 i 82,000 E
in US$ M (original values) i (2011, EQ Japan) :
1 1
Fatalities 2,700 9,100 52,600 29,500 ! 230,000 E
1
' i

(2010, EQ Haiti)

© 2014 Munich Re, GeoRisk Unit, NatCatSERVICE 29



Global Natural Catastrophe Update

Loss events worldwide 2014 _ 2="°
. . . . Munich RE =
The five costliest natural catastrophes for the insurance industry

Overall = Insured
losses - losses
Date Region Event Fatalities US$m - US$m
6-18.2.2014 Japan Winter damage 51 5,000 i >2,500 E
1 1
1 1
8-10.6.2014 Western Severe storm, hailstorm 6 2,800 i 2,500 i
Europe ! i
1 1
5-8.1.2014 United States Winter damage 2,500 ! 1,700 i
1
1 1
1 1
18-23.5.2014  United States Severe storm 2,000 ! 1,550 i
1
1 1
1 1
27.4-1.5.2014 United States Severe storm, tornadoes, 40 1,700 ! 1,100 i
flash floods i i
L I

w
o

© 2014 Munich Re, GeoRisk Unit, NatCatSERVICE



Global Natural Catastrophe Update

Notable global events
First Half 2014

Japan: A pair of heavy snowfall events
caused significant infrastructure
disruptions and damage across the
country in mid-February. Four auto
manufacturing plants had to suspend
operations due to the conditions.
Hundreds of residential and commercial
buildings collapsed due to snow loads,
and over 270,000 lost power due to
snow and wind gusts to hurricane force.
In large part due to business interruption
losses, insured losses from this winter
storm outbreak are estimated at $2.5bn.

Source: Property Claims Service
MR NatCatSERVICE © 2014 Munich Re, GeoRisk Unit, NatCatSERVICE 31



Global Natural Catastrophe Update

Notable global events
First Half 2014

France, Germany, Netherlands: Several
severe thunderstorms developed on

June 8 & 9 that produced several swaths
of large hail. Tile roofs, windows, and
skylights were shattered by the tennis-ball
sized hail, and heavy rains flooding
thousands of. Agricultural activities were
also severely impacted. Although not as
damaging as the $3.7 billion loss from the
last year’s hail events in Germany, this
event still caused estimated insured
losses of $2.5 billion across four countries.

Source: Property Claims Service
MR NatCatSERVICE © 2014 Munich Re, GeoRisk Unit, NatCatSERVICE

Munich RE
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Global Natural Catastrophe Update

Notable global events Munich RE
First Half 2014

i

United Kingdom: A series of intense
extratropical storms brought several
bouts of heavy rains during the winter of
2014, causing widespread flooding
around the country. Access to some
villages was cut off for a month, and
over 6,500 properties were flooded.
Coastal flooding and erosion was also
caused by the persistent storms.
Insured losses from the flooding are
estimated at about $1.1 billion.

Source: NASA
¥ ]

Source: Property Claims Service
MR NatCatSERVICE © 2014 Munich Re, GeoRisk Unit, NatCatSERVICE 33



Global Natural Catastrophe Update

Costliest natural catastrophes since 1950 Munich RE =
Ranked by insured losses

Year Event Region Insured loss
US$m (in original values)

2005 Hurricane Katrina USA 62,200
2011 EQ, tsunami Japan 40,000
2012 Hurricane Sandy USA, Caribbean 29,500
2008 Hurricane lke USA, Caribbean 18,500
1992 Hurricane Andrew USA 17,000
2011 Floods Thailand 16,000
1994 EQ Northridge USA 15,300
2011 EQ Christchurch New Zealand 14 600
2004 Hurricane lvan USA, Caribbean 13,800
2005 Hurricane Wilma USA ,Caribbean 12,500

© 2014 Munich Re, GeoRisk Unit, NatCatSERVICE 34
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Global warming and natural climate oscillations

Peter HOppe, Head of Geo Risk Unit/Corporate Climate Center
Munich Re




IPCC 5™ Assessment Report WGII (March 31, 2014)
Impacts and Adaptation

= Ongoing sea-level rise: coastal systems and low-lying
areas will increasingly experience submergence,
coastal flooding and erosion will affect increasing
fractions of population and assets.

» Fraction of population annually experiencing water
scarcity and the fraction affected by major river floods
will increase in the 21st century with the level of
warming.

= More frequent and/or severe extreme events will
increase losses and loss variability.

» Changing loss patterns will challenge insurance
systems to offer affordable coverage, provide more
risk-based capital.

© 2014 Munich Re, GeoRisk Unit, NatCatSERVICE
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El Nino years tend to increase the global average
temperature

Munich RE =
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Source: NOAA, http://www.ncdc.noaa.gov/sotc/global/2012/13  © 2014 Munich Re, GeoRisk Unit, NatCatSERVICE 37



State of the Climate (NOAA): May 2014

Munich RE

Land & Ocean Temperature Departure from Average May 2014
(with respect to a 1981-2010 base period)

Data Source: GHCN-M version 3.2.2 & ERSST version 3b

The combined average
temperature over global land
and ocean surfaces for May
has been the highest on
record for this month.

-5 -4 -3 -2

@ NOAA's National Climatic Data Center

Tue Jun 17 11:40:22 EDT 2014

Source: NOAA, http://www.ncdc.noaa.gov/sotc/global © 2014 Munich Re, GeoRisk Unit, NatCatSERVICE

Degrees Celsius
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Please Note: Gray areas represent missing data
Map Projection: Robingon
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Update on current El Nino development
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ENSO (El Nino/Southern Oscillation)

. Munich RE =
Definitions

= ENSO (El Nifio/Southern Oscillation) is a natural climate oscillation in the tropical
Pacific Ocean, which affects both the ocean and the atmosphere.

= The anamoly of the sea surface temperature in the so called Nifio3.4-Region (= Nifio3.4-
Index) is used to define the ENSO-Phases:

M El Nifio (Nifio3.4-Index >0,5) : .
Anomalies of sea surface temperatures in the
| Neutral Phase (Niﬁ03.4-|ndeX <0,5 und >-0,5) N|ﬁ034_reg|on since 1950

m La Nifa (Nifino3.4-Index <-0,5)

a6
Location of Nifio3.4-region 22 - | | |
, / » o0 | *"W"l | A .d | jl‘
b -1.00 | F ’ ? |
: -L : ; Nifio3.4 region 2] { { [
M R s . 1950 1960 1970 1980 1990 200D 2010

Source: Climate Prediction Center/NOAA © 2014 Munich Re, GeoRisk Unit, NatCatSERVICE 40



ENSO (El Nino/Southern Oscillation) Munich RE
Phases

Yl

ENSO (El Nino/Southern Oscillation) is a coupled atmospheric-oceanic phenomenon:

El Mino ENSO neutral La Nina

| B0°W | 120°E

Thermocline | Thermocline Thermocline
Sinking of air (drying) above the tropical Rising moist air masses above Increased rising of moist air over
western edge of the Pacific (Indonesia/ Indonesia/Australia. Indonesia/Australia, increased sinking
Australia), strong rising of air masses Sinking dry air above the tropical of dry air over the tropical coast of
over the eastern tropical Pacific Pacific coast of South America South America
Source: PMEL/NOAA, USA, a1

http://mww.pmel.noaa.gov/tao/elnino/nino_normal.htm| © 2014 Munich Re, GeoRisk Unit, NatCatSERVICE



Current Forecasts of El NIino

Mid-Jun 2014 Plume of Model ENSO Predictions

3.0 T T 1 1 1 1 1 T I I Dynamical Model:
IRI / CPC m NCEP CFSw2
25k . | = nasaGm0
DYN AVG B JMA
STAT AVG u SCRIPPS
2.0 ' - LDEO
CPC CON ALSIPOAMA
15 ECMWF
. u UKMO
Q B KMA SNU
~ 10 4 ESSICICM
‘o + COLAGGCSMA
5 05 + MetFRANCE
g SINTEX-F
— CS-RI-MIN
¥ 00 GFDL CM2.1
S 4+ CMC GANSIP
™
% oslk | . IGFIDL cMzs
5 Statistical Model:
0O CPC MRKOV
1.0 o cDCLIM
CPC CA
45 : : : _ CPC CCA
CSU CLIPR
UBC NNET
2.0 - FSUREGR
OBS FORECAST O UGLATCD
25 1 | | | | | | | | | UNE/CWC
MAM May MJJ JJA JAS ASO SON OND NDJ DJF JFEM FMA
2014 2015

Source: IRI, Earth Institute, Columbia University
http://iri.columbia.edu/our-expertise/climate/forecasts/enso/current) 2014 Munich Re, GeoRisk Unit, NatCatSERVICE
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Munich Re assessment of ENSO status and outlook as of
July 2014

» Central and particularly eastern equatorial Pacific sea surface temperatures have
risen

» The threshold for weak El Nifio (EN) conditions has already been reached

= They may develop into stronger intensity levels close to the boundary between
weak and moderate around fall

= This level will prevail through the remainder of the year

= According to current model runs an intensification into a strong EN event is not
probable

» The stronger the EN intensity reached in late 2014, the more likely is the
development of a La Nifa event in the second half of the following "decay year"
2015

© 2014 Munich Re, GeoRisk Unit, NatCatSERVICE 43



Expected deviations of weather patterns at moderate EN
Intensity level

Munich RE

= Lower activity of Atlantic hurricane season

» [ncreased flood risks at US West Coast, several regions in South America,
Southeast China and Horn of Africa

» [ncreased risk of droughts in East and North Australia, Southeast and South
(India, Pakistan, Bangladesh) Asia, Southern Africa, North/Northeast Brazil

© 2014 Munich Re, GeoRisk Unit, NatCatSERVICE
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Significant deviations of global nat cat losses only in strong Munich RE %
El Nino years

Weather related loss events worldwide 1980-2013

Overall losses Insured losses

: USSm US$m
Feliee (normalized to (normalized to
2013)* 2013)*
Long term average (1980-2013) 171.1 33
Moderate El Nino years (1986, 1991-92, 2002, 2009) 196.6 33.8
Strong El Nino years (1982-83, 1987, 1997) 135.4 19.3
(El Nino-year classification based on ENSO-ONI index (NOAA) with modrate El *normalized with national GDP, changes in insurance density not considered

Nino if at least 3 months in any El Nino phase where between 1 and 1.5 K and
strong El Nino if above 1.5 K)

Source: Munich Re, NatCatSERVICE © 2014 Munich Re, GeoRisk Unit, NatCatSERVICE 45
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WINTER STORM LOSSES:
Significant Economic Impact

Losses from Snow, Ice, Freezing
and Related Causes Typical Cost
Insurers Between $1 Billion and

$2 Billion Annually ($2.4B in 2014)
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US Real GDP Growth* I meoRmamon

The Q4:2008 decline was

realcopcrowh ) [

7% -
B‘E 2 2 o .0 0.0
5% -3 R
3% - W NN N
1% -
-1% | T T T T T T T 1
-39%, - Recessionbeganin
Dec. 2007. Economic :
- 2SI toll of credit crunch, Q1 23_1‘:1 G?:Ipbda:?'
79, housing slump, labor D) sl et Loy s
—h7e market contraction ¥ year's “Polar Vortex
99, was severe and harsh winter
-8.9%
gvggg%9889988%99899989999ggggggggggggggggg
BEEEE 8855888888880 000 NSO OEYIYFIooOoD

Some of the Losses from Harsh Winter Weather Are Insured, Offsetting Adverse Economic

Impacts; Other Losses Were Uninsured and Some Losses Were Transient (Economic Activity
Pushed to Laterin 2014)

® Estimates/Forecasts from Blue Chip Economic Indicators.
Source: US Department of Commerce, Blue Economic Indicators 7/14; Insurance Information Institute.




Inflation Adjusted U.S. Catastrophe R
Losses by Cause of Loss, 1993-2012" Mo

Wind/Hail/Flood (3), $14.

Fires (4),$6.5

TRl Insured cat losses
from 1993-2012

totaled $391.7B, an

Terrorism,
$24.8 average of $19.6B
per year or $1.6B

per month

Hurricanes & Tropical Storms,
$158.2

cause of insured

Winter storm losses
totaled $27.8B or
$1.4B/yr. on average
from 1993-2012

CAT losses

Tornadoes (2),
$140.9

accounting for 7.1% of
all CAT losses; 2013
losses totaled $1.895B

Catastrophes are defined as events causing direct insured losses to property of $25 million or more in 2012 dollars.

Excludes snow.

Does not include NFIP flood losses

Includes wildland fires

Includes civil disorders, water damage, utility disruptions and non-property losses such as those covered by workers compensation.
ource: 1S0O’s Property Claim Services Unit.
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Value of New Private Construction: i e
Residential & Nonresidential, 2003-2014* M nsrries

Billions of New private construction
Dollars peak at $911.8B in 2006

$1,000
$900
$800
$700
$600
$500
$400
$300
$200
$100
$0

2014: Value of new pvt.
construction hits $686.5B
i as of Apr. 2014, up 37%
Troughin 2010 § from the 2010 trough but [
at $500.6B, still 25% below 2006 peak
after plunging
55.1% ($411.2B)

$613.7 $308.0

® Non Residential |
Residential $378.5

03 04 05 06 07 08 09 10 11 12 13 14*

Constructionrisks are a potent generator of commercial lines premium. The severe winter

caused construction activity to slow. Some premiumgrowth was pushedto Q2.

*2014 figure is a seasonally adjusted annual rate as of April.
Sources. US Department of Commerce, Insurance Information Institute.
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P/C Insurance Industry:
Financial Update

2013 was the industry’s best year
in the post-recession era;
2014 is off to a good start




P/C Industry Net Income After Taxes wws meumance
1991_2014:Q1 II INSTITUTE
$ Millions B 2005RQE*=96%

B 2006ROE=12.7%
$80,000 2007 ROE=10.9%

Net income rose

E © strongly E
2008 ROE = 0.1% g @  (+81.9%)in 2013 ~
$70.000 44 2009 ROE = 5.0% s g vs. 2012 8
s0.000 [ 2010ROE=6.6%
$60. 2011 ROAS!= 3.5% 8 2014 s off to
2012ROAS'=5.9% o o a good start
$90.000 9 2013ROAS'=103% & o o g § N S N
2014ROAS'=84% _ 9§ K 8 & 5 9 3
$40,000 - g 8 5 o = ; ﬁ g
&
c B IPS 8 3B 2 8 ms
$30,000 | 0 ™ A § = o A
t oo § § 8 o 2
< > b & i py A
$20,000 { ¥ o b= ]
“E8 K 3 3 =
$10,000 - g g g
$0 -
-$10,000 - -$6,970
[2)] )] [2)] [9] [s7] [} [e)] [} o o o o [} (=] o o o — -— -— -—

14:Q1

1. ROE figures are GAAP; '"Return on avg. surplus. Excluding Mortgage & Financial Guaranty insurers yields an 8 2% ROAS through
2014:Q1, 9.8% ROAS in 2013, 6.2% ROAS in 2012, 4.7% ROAS for 2011, 7.6% for 2010 and 7.4% for 2009.

Sources: AM. Best, 1SO; Insurance Information Institute




ROE: Property/Casualty Insurance by Major Event, ﬁl
1 987—201 4:Q1 * INSTITUTE

(Percent)
P/C Profitability Is Subject to
20% - Kﬁ:_rti"aa Cyclicality and Ordinary Volatility,
o Typically Due to CAT Activity
15% -
10% -
5%
Lowest CAT
Lossesin
m 15 Years
0%
Northridge Tornado
Losses
5%

87 85 89 90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 OF 08 09 10 11 12 13 14*

* Excludes Mortgage & Financial Guarantee in 2008 — 2014. 2014 figure is through Q1.
Sources: 1S0; Insurance Information Institute.




A 100 Combined Ratio Isn’t What It ;,,i::ggmfoﬂ
Once Was: Investment Impact on ROEs | P

Combined Ratio / ROE

A combined ratio of

110 4 15.9% " 18% | about 100 generates an
14.3% 106.5 150 ROE of ~7.0% in
105 - 12.7% 102.4 2012/13,~7.5%ROE in
100.6\100.1 100.8 L 129 2009/10,
100 1 975 7 974 10% in 2005 and 16% in
95 - - 9% 1979
90 - - 6%
0 ower CATs

:

in 2013/14
80 - 0%

1978 1979 2003 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014:Q1
mmm Combined Ratio —a—-ROE*

Combined Ratios Must Be Lower in Today’s Depressed
Investment Environment to Generate Risk Appropriate ROEs

#2008 -2014 figures are return on average surplus and exclude mortgage and financial guaranty insurers. 2014:Q1 combined ratio
including M&FG insurers is 97.3; 2013 = 96.1; 2012 =103.2, 2011 = 108.1, ROAS = 3.5%.
Source: Insurance Information Institute from A M. Best and ISO Verisk Analytics data.
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SURPLUS/CAPITAL/CAPACITY

Industry Claims Paying Capital Stands
at Record High in 2014

(Re)insurance Industry is Well
Positioned to Manage Large Scale
Catastrophe Losses




Policyholder Surplus, s e
2006 : Q4_201 4: Q1 [[' INSTITUTE

Billions .
3 ) 200_7:Q3 Drop due to near-record
$700 Pre-Crisis Peak 2011 CAT losses = Low CAT losses are
: a driver of increased
$650 capital
$600 -
o % @ o o
$550 {_ © o & = @ 2
85358888
$500 {3 = S E _ o
~ N~ &
©® M
$450 - 3
Oy s 8835882358 835833588358383830 MMt
S5 555888883880 SsScccszcdaddds ox NULISEREE Rl

in very strong
financial shape.

The industry now has $1 of surplus for every $0.73 of NPW,

the strongest claims-paying status in its history.

Note: 2010:Q1 dataincludes $22.5B of paid-
in capital from a holding company parent for
oneinsurer'sinvestmentin a non-insurance

business.
Sources: 1SO, AM Best. 11




FIFW'E INSURANCE
1r| INFORMATION
INSTITUTE

Investments: The New Reality

Investment Income Offsets Less
Loss than in the Past, Including
Losses from Catastrophes




Property/Casualty Insurance Industry Investment F 1§ NEoRmATION

({{!
Income: 2000-20141 i
($ Billions)
$60 - : helc
$54.6 2007 pre-crisis peak
$52.3 $51.2 102
$50 - $47.1 $47.6 $49. $48.0 g47 4

$40 -

060 01 02 03 04 05 O6 O7 08 09 10 11 12 13 147

Due to persistently low interest rates, investment income fell in 2012 and in 2013

and is falling again in 2014.

1nvestment gaing consist primarily of interest and stock dividends. #2014 investment income is annualized based on Q1 actual = $11.18B.
Sources: 1SQ; Insurance Information Institute.
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UNDERWRITING

Underwriting Results in 2014 Have
Been Helped by Generally Lower
Catastrophe Losses

Too Soon to Tell if 2014 Will Continue 2013’s
Welcome Respite from High Catastrophe

Loss Years Like 2011/2012




P/C Insurance Industry
Combined Ratio, 2001-2014:Q1
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AsRecently as .
2001, Insurers Relatively

Paid Out Nearly LowCAT
$1.16 for Every $1 Losses,
in Eamed Reserve
Releases

Premiums

Relatively
LowCAT
Losses,
Reserve
Releases

Higher
CAT
Losses,
Shrinking
Reserve
Releases,
Toll of Soft
Avg. CAT Market

Losses,
More

Reserve Sandy

Impacts

99.3 100.8

Heavy Use of
Reinsurance
Lowered Net
120 1 Losses Best
Combined
Ratio Since
1949(87.6)
110 +
101.0
100 ~
95.7
90 - T

2001
2002
2003
2004
2005
2006
2007

2008

2009
2010
2011
2012
2013
2014:Q1

*Excludes Mortgage & Financial Guaranty insurers 2008--2014. Including M&FG, 2008=105.1, 2009=100.7, 2010=102.4, 2011=108.1;

2012:=103.2; 2013: = 96.1; 2014:Q1 =973
Sources: AM. Best, [SO.
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Underwriting Gain (Loss)
All Lines Combined, 1975-2014"*
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($ Billions)
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losses in 2013 and so far in 2014.

-
¢
Y
2

High CAT losses in 2011 led to the highest underwriting loss since 2001. Lower CAT

2013
underwriting

profit totaled
$15.5B

profitin
2013:Q1 was
$2.3B

First underwriting profits since 2007.

Mote: Includes mortgage and financial guaranty insurers in all years.
Sources: A M. Best, ISO, Insurance Information Institute.




Severe Weather Reports As of Mid-2014*
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SO S vk S AT e There were
Lt e el ® e o N A 11,641 severe
1+ ¢ T TR S weather reports
e, - g : o 1 Fats ¥, .
-;“:" 2 9 S A L e T thrnuthng?,
T % L R 2014; including
O I e Ly 5 ot 5% e 784 tornadoes;
' ) 3,895 “Large
a ‘ A Hail” reports
'1__ e § oo N and 6,961 high
@\ PRELIMINARY SEVERE WEATHE.R; Severe Weather Reports wind events
V REPORT DATABASE (ROUGH LOG) January 01, 2014 - July 07, 2014
Y NOAASIorm Prediction Center  Norman, Oklahoma Updated: Wonday July 07, 2014 DB:45 CT
*Throwgh July 7

Source: NOAA Storm Prediction Center, hitp




Number of Federal Major Disaster ,...i meumance
Declarations, 1953 - June 30, 2014* T nsmors

120 - There have been 2,167
federal disaster
declarations since 1953. 2
100 The average number of
declarations peryearis 35 -
from 1953-2013, though w w © with 99, shattering
80 - there few haven’t been ~ o ™ 2010’s record 81
recorded since 1995. S © @l declarations.
w wn n
60 T o mm mN I‘-m
S mﬁﬁ MESMIN N
40 -
Gr—
Moo
20 P w disasters were
r~~ declared through
0 June 30, 2014

T LOOMOMO == LOO M 00 VO =N <FLOO M- COM O === LM~ OO ==CN OO M- 0N =N = LD 00 VO =—0NeD<t
LOLOILOLOLOLOLOO (OO0 OO (O (OO0 (O PP PP PP P - 00 00 00 00 00 0O 0O OO O RO OO MO OO OO0 OO OO O r—r=r=1r

The Number of Federal Disaster Declarations Is Rising and Set New

Records in 2010 and 2011 Before Dropping in 2012/13

*Through June 30, 2014.
Source: Federal Emergency Management Administration; http://www fema.gov/disasters; Insurance Information Instifute.




Combined Ratio Points Associated with :”i::ggmf“
Catastrophe Losses: 1960 — 2014E* | | e

Combined Ratio

Avg. CAT Loss
Component of the

10 4 Combined Ratio -
. by Decad ' S @5 d STdIE Ul

? SRt © - losses reached a
&1 1960s: 1.04 ~ record highin 2011
7 1970s: 0.85 _

6 - 1980s: 1.31 = o

5 | 1990s: 3.39 c o

© 2000s: 3.52
4 - - 2010s: 5.5E* > o e o4 Catastrophe losses
3 . ' s B wels IR as a share of all
24 __ o~ offo @ losses were down
1 B _Shsg<am substantially in
| = 2013 and sofarin

0 2014

S N o © 00 O N o= O 0 O N = O 00 O N = O 00 O N = © o o o F
D D S WO D M~ M~ [~ [~ [~ 0 O O O 00 & M ;oo o 0 8 — — =
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———————————————————— NN N NN NN g

The Catastrophe Loss Component of Private Insurer Losses Has
Increased Sharply in Recent Decades

*2010s represent 2010-2014E.

Motes: Private carrier losses only. Excludes loss adjustment expenses and reinsurance reinstatement premiums. Figures are adjusted for
losses ultimately paid by foreign insurers and reinsurers.

Source: 1SO (1960-2011); AM. Best (2012-2013); Insurance Information Institute. 19
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Premium Growth

Catastrophe Losses Impact
Trajectory of Premium Growth




Net Premium Growth: Annual Change, B .
1971—2014:Q1 | | ot

(Percent)

1975-78 1984-87 2000-03

Net Written Premiums Fell

25% 0.7% in 2007 (First Decline
Since 1943) by 2.0% in 2008,
and 4.2% in 2009, the First 3-
20% - Year Decline Since 1930-33.
15% -
10% - e
2012: +4.3%
5% -
OOA} T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T V’ T
5% -

CN RO RSN RO ORI - NS DO N RO N
P~ P P~ MM~~~ M~®owWww [ =R e = S R R e aooodoooQ (== ===
Shaded areas denote “hard market” periods

Sources: A M. Best (historical and forecast), ISO, Insurance Information Institute.
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Outlook for the 2014 Atlantic

Hurricane Season

Somewhat Below Average
Activity, Fewer Landfalls
Expected




Outlook for 2014 Hurricane Season: ii-::ggmfoﬂ
30% Less Active Than Typical Year

(Katrina Year)

Named Storms 12.0 28 10
Named Storm Days 60.1 115.5 40
Hurricanes 6.5 14 4
Hurricane Days 21.3 47.5 15
Major Hurricanes 2.0 7

Major Hurricane Days 3.9 7 3
Accumulated Cyclone Energy 92.0 NA 65
Net Tropical Cyclone Activity 103% 275% 70%

*QOver the period 1981-2010.
Source: Dr. Philip Klotzbach and Dr. William Gray, Colorado State University, June 2, 2014.




Probability of Major Hurricane Landfall R e

(CAT 3, 4, 5) in 2014 Qe

Entire US Coast 92% 40%

US East Coast Including Florida 31% 22%
Peninsula

Gulf Coast from FL Panhandle to 30% 23%
Brownsville, TX

ALSO...Above-Average Major Hurricane
Landfall Risk in Caribbean for 2011 (32% vs. 42%)

*Average over the past century.
Source: Dr. Philip Klotzbach and Dr. William Gray, Colorado State University, June 2, 2014.
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Natural Disaster Risk and

Public Opinion

Many Americans Are Unconcerned
About Natural Disaster Risks

Many Support Subsidies
Virtually All Value Insurer Strength
s
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1.1.l. Poll: Homes Near Hazards [ NecRuaon

Q. If you were to purchase a home today, which of the following summarizes your views on
that home’s risk of damage from natural disasters ... . and your decision to purchase that
home?

Don't Know

Willing to
AcceptRis

Risk N_ot a N’I_ajor Risk a
Consideration Significant
Influence on
Purchase

Nearly Half of the Public Does Not Consider Natural Disaster Risk to Be a Concern or Is

Willing to Accept the Risk When Buying a Home

Source: Insurance Information Institute Annual Pulse Survey.
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I.L.I. Poll: Flood Insurance Rates '1‘“::?33?«'1‘1‘-%»«

Q. Congress recently passed a law that will roll back some of the rate increases it putin place
for homeowers who purchase subsidized flood insurance from the government.... Do you
think the recentrate rollback and subsidies should remain in place for most homeowners who

purchase flood insurance; or the rollbacks and subsidies should be eliminated; or don’t
know?
Don’t Know

Eliminated

Remain
in Place

Most Americans Support the Flood Insurance Rate Rollback (i.e. maintaining

many subsidies).

Source: Insurance Information Institute Annual Pulse Survey.

28




.LI. Poll: Insurer Strength T Nemarion

Q. How importantis the financial strength and stability of your insurance company toyou? Is
it extremely important, very important, somewhatimportant, notvery important, notimportant
atall ordon’tknow?

Not Very Not |ml;\C|liﬂant at
Important

Somewhat
Important

Extremely
Important

Very
Important

Almost Half the Public Things That the Strength of Their Insurance Company Is Very

Important, and Another Third Think It Is Extremely Important

Source: Insurance Information Institute Annual Pulse Survey.
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Insurance Information Institute Online:

Thank you for your time
and your attention!

Twitter: twitter.com/bob_hartwig
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Press Inquiries

Sharon Cooper
Phone: +1 (609) 243-8821
E-mail: scooper@munichreamerica.com

Terese Rosenthal

Phone: +1 (609) 243-4339
E-mail: trosenthal@munichreamerica.com

© 2014 Munich Re, GeoRisk Unit, NatCatSERVICE
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NatCatSERVICE Downloadcenter
for statistics and analyses on natural disasters

\
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The downloadcenter provides free access:

} www.munichre.com/natcatservice/downloadcenter/en

Annual statistics

Long-term statistics

Information on significant natural disasters
Focus analyses

NatCatSERVICE methodology, info brochure
Publication Topics Geo

© 2014 Munich Re, GeoRisk Unit, NatCatSERVICE 7



Weather Resilience and Protection (WRAP)

We bSite Moo Bt HE i .'h-.-h-- ey e . el Prpmgcitem [ WLAR

Describe the impact of severe weather

and how individuals, businesses,
government, and insurers can work
together to prepare for and mitigate
weather risks.

e in Weathed Rk

Will include data, publications,
preparation tips and other useful
information for the press.

} www.munichre.us/wrap

© 2014 Munich Re, GeoRisk Unit, NatCatSERVICE
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More Information

—

Munich RE =

_ Connect with Munich Re Connect with .1.1.

Twitter

LinkedlIn

Google+

YouTube

Facebook

Flickr

@Munichre_US
@Munichre

munich-reinsurance-america-inc.

Munich Re (US)
Munich Re

MunichReUs
MunichReVideo

Munichreus1
Munichre

© 2014 Munich Re, GeoRisk Unit,

@iiiorg

Insurance Information Institute

Insurance Information Institute

liivideo

Insurancelnformationlnstitute

liiorg

NatCatSERVICE

®
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