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(L Presentation Outline

2006 Hurricane Season: Preview to Disaster?
Katrina, Rita & Wilma: Their Place in History

Catastrophe Review:
» L.oss estimate overview
» Hurricanes Katrina & Rita’s place in history
» Loss distribution (geographic & by line)
» Impact on financial & underwriting performance
» Influence of legal environment on Katrina claims

Energy Market Overview

P/C Financial Overview & Impacts
Industry Claims-Paying Resources
Underwriting Performance pre-Katrina
Pricing Impacts

Q&A



The 2006 Hurricane
Season:

Preview to Disaster?
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Outlook for 2006 Hurricane Season

_ Average* | 2005** | 2006F
Named Storms 9.6 26 17
Named Storm Days 49.1 115.5 85
Hurricanes 5.9 14 9
Hurricane Days 24.5 47.5 45
Intense Hurricanes 2.3 / 5
Intense Hurricane Days 2.3 7 5
Net Tropical Cyclone Activity | 100% | 263% | 195%

*Average over the period 1950-2000.
**As of December 4, 2005.
Source: Dr. William Gray, Colorado State University, December 6, 2005.




DL Probability of Major Hurricane

11l Landfall (CAT 3, 4, 5) in 2006

Entire US Coast 52% 81%
US East Coast Including Florida 31% 64%
Peninsula

Gulf Coast from FL Panhandle 30% 47%
to Brownsville, TX

Above-Average Major Hurricane
Landfall in Caribbean

*Average over past century.
Source: Dr. William Gray, Colorado State University, December 6, 2005.



Hurricanes Katrina,
Rita & Wilma:

Their Place In History
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... Top 10 Deadliest Hurricanes to
L1Lf  Strike the US: 1851-2005

9,000 - Hurricane Katrina was the 8,000
8,000 A . - -
2000 4 | deadliest hurricane to strike the
6,000 - US since 1928
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*Could be as high as 12,000 **Could be as high as 3,000 **Midpoint of 1,000 — 2,000 range
****Preliminary as of Oct. 14, 2005 *****Midpoint of 1,100-1,400 range.
Sources: NOAA; Insurance Information Institute.



oo INsured Loss & Claim Count for
Major Storms of 2005*

O Insured Loss & Claims

$40 + Hurricanes Katrina, Rita 1,623 1,800
T and Wilma produced a 05 o ML.600
2 $30 + | record 2.773 million claims o
@ + 1,200
B g5 |
Py 750 + 1,000
2 $20 +
S 'S + 800
SRR 400 + 600
S $10 + i
ST e g

$6.1 ik
50 |- i - EENE | 0
Dennis Rita Wilma Katrina

Size of Industry Loss ($ Billions)

*Property and business interruption losses only. Excludes offshore energy & marine losses.
Source: ISO/PCS

Claims (thousands)



_ .. Top 10 Most Costly Hurricanes In
LIl US History, (Insured Losses, $2004)

$45 | Seven of the 10 most expensive
$40 |- hurricanes in US history
$35 | occurred in the 14 months from

$40.0

$30 |- Aug. 2004 — Oct. 2005:
2% 'l Katrina, Rita, Wilma, Charley, $20.9
m $20 -
el Ivan, Frances & Jeanne

L $6.1 6.4 S7.1  $T5

$5 - $34 $3.7

‘aasnn B BRE

Georges  Jeanne Frances Rita Wilma Hugo Ivan Charley = Andrew  Katrina
(1998) (2004) (2004) (2005)*  (2005)* (1989) (2004) (2004) (1992) (2005)*

*Hurricanes Katrina, Rita and Wilma stated in 2005 dollars.
Sources: ISO/PCS: Insurance Information Institute.



Insured Losses from Top 10 Hurricanes Since 1990 &
& & ¢ Katrina Adjusted for Inflation, Growth in Coastal
I I I Properties, Real Growth in Property Values &
Increased Property Insurance Coverage

(Billions of 2005 Dollars)

70N $65.3

s60 - | 1he p/cinsurance industry

- will likely experience a $20B+

event approximately every 10- &

§%40 | 12 years, on average—mostly '
B0 || associated with hurricanes o 2
& $20.8 $21.1

20 r

: 101 $110 $124 $126 $131 $14.5

miAARAR

$0 ' ' ' ' ' ' ' '

Number9 Hazel Number4 Number2 Number4 Bestsy Number2 Numberl Andrew Katrina Number6
(1909, (1954, (1938, (1919, (1928, (1965, (1915, (1900, (1992, (2005, (1926, FL)
FL) NC) NY) FL) FL) LA) TX) TX) FL) LA)*

*ISO/PCS estimate as of October 10, 2005.
Source: Hurricane Katrina: Analysis of the Impact on the Insurance Industry, Tillinghast, October 2005; Insurance Info. Institute.



vss 10p 11 Insured Property
Losses in US ($2004)

i45 | Eight of the 11 most $40.0
40 - - :
3= | | expensive disasters is US
. $30 1| history occurred within
W ] the past 4 years 5201 $208
- 520 e $15.9
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*Stated in 2005 dollars.
Note: 9/11 loss figure is for property claims only. Total insured losses ($2004) are approximately $34B.
Sources: ISO/PCS; Insurance Information Institute.
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Government Aid After Major

LLL Disasters (Billions)*

Hurricane Katrina aid will
dwarf aid following all

$80 other disasters. Congress
may authorize $150-$200
$70 billion ultimately (about
$60 | $400,000 for each of the
500,000 displaced families).
i Is the incentive to buy
2. P $43.9 insurance and insure to
= $40 | value diminished?
=
Z2h5808 >
$20 - $15.5 $15.0
$10 +
$0
Hurricane Katrina Sept. 11 Terrorist Hurricane Andrew  Northridge Earthquake Hurricanes Charley,
(2005)* Attack (2001) (1992) (1994) Frances, Ivan &

*In 2005 dollars.

Jeanne (2004)

Source: United States Senate Budget Committee as of 9/19/05; Insurance Information Institute.




CATASTROPHE
LOSS
MANAGEMENT

“Ifocus on the Hurricane
Season of 2005



o Global Number of
Catastrophic Events, 1970-2004

The number of natural

X and man-made
catastrophes has been
200 —| Increasing on a global

scale for 20 years

,
AL~

LSS

—4+— Natural catastrophes —=—- Man-made disasters

0
B o o T i o e e B e R e
— — — — — — — — — — — — — — T e Y N

Man-made disasters: without road disasters. Source: Swiss Re, sigma No. 1/2005, page 4.



e, U.S. Insured
((f Catastrophe Losses ($ Billions)

2005 will be by far the worst year ever
for insured catastrophe losses in the

$60 1 | US at more than twice 2004’s record.

$50 -

$40 -

$30 1 $22.9
$20 - $16.9

$12.9
$10.
$1o— 2$47 $55 $83$74$26 3$83$46 $59I

$O—

$55.3

$26.5 $27.5

89 90 91 92 93 94 95 96 97 98 99 00 Ol 02 03 04 05*

*Includes $50.3 billion per ISO/PCS plus $5B offshore energy losses from Hurricanes Katrina & Rita.
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.
Source: Property Claims Service/ISO; Insurance Information Institute



e Insured Property Catastrophe Losses
LLLas % Net Premiums Earned, 1983-2005€

16% US CAT losseswere |
= US a record 14.3% of :
14% - . il net premiums
> | —=—Worldwide earned in 2005 and [
1204 - US average: 1984-2004 | | were4.3timesthe | 1
1984-2004 average |
10% of 3.3%* L
I »
8% 1

/\ i
AT YY)
2% W \\\I{(/\M Y// \\YZ{-(/ :

0% +—+—+—F+—+—+—+—+—+—+—+—+—+—+—+—+—+—+—+—+—+—+—
P83 BBB3FTERIEES IS 388 83 4

*Insurance Information Institute estimate of 14.3% for 2005 based estimated 2005 DPE of $418.8B and estimated insured CAT losses of $60B.

Sources: I1ISO, A.M. Best, Swiss Re Economic Research & Consulting; Insurance Information Institute.
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2005 Has Been a Busy, Destructive,

11| Deadly & Expensive Hurricane Season

Storm Category
Tropical Oepression
Tropizal Storm

1 [(¥4- 85 miph)

2 [96 - 110 mph]

2 (111 - 130 mph)
4 131 - 1535 mph)

5 % 155 mph]

o 00 GHMT po=sitions

-100° -95° -90° -85 -80° -7F5° -70° -657

Source: WeatherUnderground.com, December 7, 2005.

-60°

-55°

Tropical Cyclone Tracks for 2005 557

All 21 names were
used for the first
time ever, so
Greek letters were
used for the final 5
storms: Alpha
though Epsilon

2005 set a new record for the | s5-

number of hurricanes &

-s0| tropical storms at 26, breaking js-
the old record set in 1933.




. Jropical Cyclone Activity In 1933
LLL Held the Record Before 2005

Storm Category Tropical Cyclone Tracks for 1933

Tropizal Depression

Tropical Storm

1 [¥<- 35 riph)
w2 [AE - 110 mph)
% 111 - 130 rph)
m  [121 - 155 rph]

51 1535 mph)

o 00 GHT positions

Even though 1933 was
the 2Md busiest year for
hurricanes, TX & north
Gulf (future offshore oil

zone) coast little
affected

-100° -95° -90° -85° -80° -75° -F0° -65° -60° -55° -50° -45° -40° -35° -30° -25° -20° -15°

Source: WeatherUnderground.com, accessed November 2, 2005.



Number of Major (Category 3, 4, 5)

"4 4 4
LLL Hurricanes Striking the US by Decade
1930s — mid-1960s: Mid-1990s — 2030s?
Period of Intense Tropical New Period of Intense
Cyclone Activity Tropical Cyclone Activity

R

4 9
8 g =20
6 6
5 5
I - N3

Tropical cyclone activity in the Already as many
mid-1990s entered the active AT [T

phase of the “multi-decadal signal” 2000-2005 as in all
that could last into the 2030s of the 1990s
|_- | | N I ||

1900s 1910s 1920s 1930s 1940s 1950s 1960s 1970s 1980s 1990s 2000s

*Figure for 2000s is extrapolated based on data for 2000-2005 (6 major storms: Charley, Ivan, Jeanne (2004) &
Katrina, Rita, Wilma (2005)).
Source: Tillinghast from National Hurricane Center: http://www.nhc.noaa.qov/pastint.shtm.




«se Breakdown of Tillinghast $40-$55
Billion Katrina Loss Estimate

Type of Loss Low High
Personal Property Lines

Residential Property $14.0 $17.0
Personal Auto $1.0 $2.0

Personal Watercraft $0.2 $0.3

Total $15.2 $19.3
Commercial Property Lines

Commercial Property (excl. Off-Shore) $13.5 $16.0
Business Interruption (excl. marine & energy) $6.0 $9.0

Commercial Auto $0.2 $0.3

Sub-Total Personal & Commercial $19.7 $25.3
Marine & Energy $4.0 $6.0

Liability $1.0 $3.0

Other $0.0 $1.0

Total All Lines $39.9 $54.6
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Insured Loss Estimates as a %
US Policyholder Surplus*

$70
$60
$50
$40
$30

Size of Industry Loss

$20

$10
$30 $35

B Industry Loss —¢—9% of PHS*

$40 $45 $50

Size of Industry Loss ($ Billions)

*Policyholder surplus as of 6/30/05 of $412.5 billion (1SO).

Source: Insurance Information Institute.

16%
14%
12%
10%
8%
6%
- 4%
- 2%

0%

90
o

H

% of US P/C



Hurricanes Katrina,
Rita & Wilma:

_oss Distributions




.ee Hurricane Katrina Insured Loss
Distribution by State ($ Millions)*

Tennessee, $46.1 ,

0.1%
Georgia, $22.2,0.1%

Florida, $468.0, 1.4%
Alabama, $1,300 ,

3.8% L_ouisiana
Mississippi, $9,800 , accounted for
28.6% 2/3 of the

Insured losses
paid and 55% of
the claims filed

Louisiana, $22,600 ,
66.0%0

*As of October 4, 2005
Source: PCS division of ISO.



..o Hurricane Katrina Claim Count
Ll Distribution by State*

Tennessee, 8,400 ,

Florida, 110,000,
0.5% Georgia, 3,300, 0.2%

6.7%

Alabama, 123,000 ,
7.5%

Louisiana, 900,000 ,
55.1%
P Yo

Mississippi, 490,000 ,

oy Louisiana

accounted for 2/3
of insured losses
paid and 55% of
*As of October 4, 2005 claims filed

Source: PCS division of ISO.



... Distribution of Katrina Losses

Ll by Market ($Billions)

Market Percentage = Amount
Insurers 47% - 53% $18.8 - $28.9
Reinsurers 52% - 44% $20.7 - $24.0
Capital Markets 1% - 3% $0.4 - $1.6
TOTAL 100% [$39.9 - $54.6

Source: Hurricane Katrina: Analysis of the Impact on the Insurance Industry, Tillinghast, October 2005.



.. JPercentage of Katrina Losses Ceded

(L1 to Reinsurers for Select Insurers*

Share of loss ceded to reinsurers varies

@ Ceded to Reinsurers O Net Loss significantly, but underscores great
Importance of spread of risk

100% -

80% -| 36.7% 37.5% 42 7%

44.5%

60%0 A

91.8%

40% -

20%0 ~

0% -
ACE Zurich  St. Paul Hartford AHL CNA Endurance

*Pre-Tax. Trav.
Source: Morgan Stanley from Company Reports as of October 13, 2005



oDz Hurricane Rita Insured Loss
Distribution by State ($ Billions)*

All Other, $0.1, 2.1% Loulisiana
accounted for
51% of the
Insured losses,
Texas 47%.
Total claims =
400,000.

Excludes
offshore energy.

Texas, $2.2 , 46.8%

Louisiana, $2.4 ,

51.1%
*As of November 1, 2005

Source: PCS division of ISO.



o ‘Hurricane Rita Loss Distribution,
by Line ($ Billions)*

Commercial
Property & Bl,
$1.65 , 35%

Personal Auto,

; $0.14 , 3%
Total insured

losses are
estimated at $4.7
billion (excl.
offshore energy)
from 400,000
claims.

Homeowners, $2.91
. 62%

*[Il estimated breakdown based on PCS aggregate insured loss figure as of Nov. 1, 2005.
Source: Insurance Information Institute



ol Hurricane Wilma Loss
LLL Distribution by Line ($ Billions)*

Commercial
Property & Bl,
$2.52 , 35%

Personal Auto,

- $0.22 , 3%
Total insured

losses are
estimated at
$7.2 billion

Homeowners, $4.46
, 62%

*||| estimates as of November 1, 2005
Source: Insurance Information Institute



a7z Property Damage from Hurricane
LLL Katrina Flood & Storm Surge ($ Millions)*

AL Storm Surge Loss, FL Storm Surge Loss,

$793, 1.8% $32,0.1%

Hurricane Katrina
caused $44 billion
in flood and storm
surge damage, most
of it uninsured,
88.1% of 1t In
Louisiana

MS Storm Surge Loss,
$4,400 , 10.0%

New Orleans Flood

LA Storm Surge Loss,
Loss, $22,600 , 51.3%

$16,200 , 36.8%

*Value of property damage by flood and storm surge whether or not insured.
Source: AIR Worldwide, September 29, 2005.



... Number of Homes Destroyed
Ll by Major Hurricanes*

300,000 | Katrina appears to have 275 000
destroyed 10 times as many
250,000 | homes as Andrew in 1992 or
200,000 + | the 4 storms to hit Florida
and the Southeast in 2004

150,000 +

100,000 —+
50,000 + 28,000 27,500

O 1l

Andrew (1992) Charley, Frances, Ivan, Katrina (2005)
Jeanne (2004)

*Destruction is defined as a structure made uninhabitable or damaged beyond economic repair.
Source: National Association of Home Builders, National Red Cross (as of 9/15/05).



Personal Property Losses Accounted for
(-4 Largest Share Damage from
LLL 2004 Hurricanes™

Charley TOTAL lvan

’

4%
(0 Vehicle \
49%0
40%
Personal
Property Comm.
Property
Frances Jeanne
4% 4%

*Breakdowns based on FL losses, which accounted

Source: ISO/PCS; Insurance Information Institute. for 85% of losses for all affected states.




.. Average Annual Tropical
Cyclone Insured Losses*

m ‘Tog 10 StatesI $ Millionsz

Distribution of Annual Losses

Florida
49.5%

$1500 $1,423.0

All Other
$1’250 15.7%
$1,000 Mississip
2.7%
N

$750

Texas

Louisiana o
6.806 21.4%

S96.0 $154.0

$109.0 $77.0 $64.0 $62.0 $61.0 $61.0 $51.0 -

FL ™ LA NC MS MA SC AL NY CT All
Other

*Normalized losses adjusted for inflation, housing density, wealth and wind insurance coverage,
based on historical data for 100-year period 1900-1999.
Source: Tillinghast-Towers Perrin

$500

$250

$0



Inflation-Adjusted U.S. Insured

&« ¢ Catastrophe Losses By Cause of Loss,
Ll 1985-2004

Wind/Hail/Flood® Civil Disorders Water Damage
3.4% .50 0.2%
Fire
$ 2.9%
S P X Utility Disruption Tornadoes’
s 0.1% 30.4%

Insured disaster losses
totaled $221.3 billion from
1984-2004 (in 2004 dollars).

Winter Storms

9.7%
After 2005 season, tropical
cyclones will account for
50%+ of the total.
Terrorism
9.7% All Tropical

Cyclones3
34.6%

1 Catastrophes are all events causing direct insured losses to property of $25 million or more in 2004 dollars.
Catastrophe threshold changed from $5 million to $25 million beginning in 1997. Adjusted for inflation by the I1I.

2 Excludes snow. 2 Includes hurricanes and tropical storms. 4 Includes other geologic events such as volcanic eruptions
and other earth movement. ®> Does not include flood damage covered by the federally administered National Flood
Insurance Program. ¢ Includes wildland fires.

Source: Insurance Information Institute estimates based on 1SO data.



4 4 4

Florida

New York
Texas
Massachusetts
New Jersey
Connecticut
Louisiana

S. Carolina
Virginia

Maine

North Carolina
Alabama
Georgia
Delaware

New Hampshire
Mississippi
Rhode Island
Maryland

Total Value of Insured

Coastal Exposure (2004, $ Billions)

$740.0
$662.4

| 1$209.3
$148.8
$129.7
$117.2
$105.3
$75.9
$73.0
$46.4
$45.6
$44.7
$43.8
$12.1

$1,937.3
$1,901.6

$0 $500 $1,000

Source: AIR Worldwide

$1,500

$2,000

$2,500



'z Insured Coastal Exposure as a % of
mStatemde Insured Exposure (2004, $ Billions)

Florida 79.3%
Connecticut 63.1%
New York 60.9%
Maine 57.9%
Massachusetts 54.2%
Louisiana | 137.9%
New Jersey 33.6% Who'’s to Blame*
Delaware 33.2%
Rhode Island 28.0% 1. State & local zoning, land use
S. Carolina and building code officials
Te|>\<|a§ State & local legislators
Mississippi 113.5% 3. State-run property insurers,
Alabama | 112.0% pools & plans
Virginia 11.4% :
NC 8.9% 4. Washington, DC
S 5.9% 5. Property owners

Maryland [ 1.4%
I

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%
1 list

Source: AIR Worldwide



D Metro Areas w/ Biggest Increase in Median
mHome Price Over Past Year (through Sept. 2005)

Cape Coral, FL 45.2%
Palm Bay, FL 40.0%
Orlando, FL 36.5% Six of the 9 fastest
- appreuatmg real estate
Sarasota, FL 34.3% markets in the year

4 following the 4

Reno, NV (IR 32.1% hurricanes of 2004 were

8 in FL. Hurricane risk

Miami, FL 31.7% has little impact on price
- or location decisions, in
Deltona-Daytona/Ormand Bch 31.2% part because many

. property owners receive

Durham, NC _30.9% subsidized insurance.

25% 30% 35% 40% 45% 50%

Source: National Association of Realtors, US Dept. of Commerce.



P/C Financial

Overview

Strong Pre-Katrina
Results Help Industry
(i Meet the Challenge



cee P/C Net Income After Taxes
1991-2005:H1 ($ Millions)*

2001 ROE = -1.2% Pre-Katrina/Rita
profits were strong,
$40,000 [ “2002 ROE=2.2% $36.819| helping industry $38,722
2003 ROE =8.9% cope with mega-loss e
_ 30,773 925
*2004 ROE = 10.5%* $30,029
$30,000
*2005:H1 ROE = 15.3% | $04 404 |
21,86
$20,000 - s19.316 2 p I %20 5
St 0sro|  “Record” 2004
' profits wrongly cited
$10,000 - 45 840 as reason why
Insurers should pay
o . I . . . excluded flood losses | .

-$10,000 - -$6,970

1 e 92 O35 094 5 95 968 » 97980 9L o 00" 0l 024 035404+ 05

*ROE figures are GAAP; 2004 figure is return on average surplus. 2005 figure is for first half of year.
Sources: A.M. Best, ISO, Insurance Information Institute.



4 4 4

ROE: P/C vs. All Industries
1987-2005F*

20%

15%

10%

5%

0%

-5%

*GAAP ROEs except 2004/5 P/C figure = return on average surplus. 2005 figure is lll full-year estimate.

ROl

X

N~
(e 0]

(0}
oo

(@]
(00

O «H AN OO I 1O © I~ o
D OO OO O O OO o o O

-+ US P/C Insurers = All US Industries

Source: Insurance Information Institute; Fortune for all industry figures

05H1

05*



e ROE vs. Equity Cost of Capital:

18%
16%
14%
12%
10%
8%
6%
4%
2%
0%
-2%
-4%

*First half 2005.
Source: The Geneva Association, Ins. Information Inst.

US P/C Insurance: 1991 — 2005*

Because p/c insurers today generally are earning their

cost of capital and are financially strong, they should
be able to readily access fresh capital if necessary.

N

A PN
e\ e e

N/ SN
\/V

US P/C insurers missed their \
cost of capital by an average
6.3 points from 1991 to 2003

Sk

O8RS 00 RO (1 a2 R0 I 02 5™

—+— ROE -# Cost of Capital

R o L O 06




... ROE: P/Cvs. All Industries
Ll 1987-2005E

20%

15%

10%

5%

0%

-5%

2004/5 ROEs excl. hurricanes

Katrina,
Rita, Wilma

Hugo Lowest CAT

, losses in 15 years
Northridge

B/ w88 89 8004 91 Y28 O304 95896 e 98, F 9™ 100 O 8027 w03 WO4 057

Andrew

4 Hurricanes

-+ S P/C Insurers = All US Industries @ P/C excl. Hurricanes

Source: Insurance Information Institute; Fortune



... P/C Insurers Stocks Remain Up,
(L(Brokers Up Too, Reinsurers Down

Total Return 2005 YTD Through December 2, 2005

P/C insurer stocks outperforming
the market despite hurricanes O S&P 500

25 3504 B Life/Health

18.46% OAll Insurers

11.77% mEIC

Reinsurers lagging on

m@ Multiline
record CAT losses

B Reinsurers

14.09% Brokersupontight|
market hopes s

0% 5% 10% 15% 20% 25% 30%

Source: SNL Securities, Standard & Poor’s, Insurance Information Institute



Lo Change In YTD Stock Performance by
LLL Sector Pre- & Post-Katrina/Rita/Wilma

P/C & reinsurer stocks hurt by, now fully

B P/C B Reinsurers @ Brokers || F€covered. Brokers rose on expectation of "
tighter conditions and demand for broker 2
150 - services; closure of Spitzer issues. S
\‘_i
10% -
S b
a =) X )
506 1< < ik
o RE FrN
— (V]
0% - N - .
Rita comes S
ashore Sept. 24 o
-5% 1 X § © . S
\O - 2 o ) S S
B S i £ 8 £ 8 8 8§ &
= z : Lo Lo S g Lo Lo Lo

-10% -
5- 12- 19- 26- 2- 9- 16- 23- 30- 7- 14- 21- 28- 04- 2-
Aug Aug Aug Aug Sep Sep Sep Sep Sep Oct Oct Oct Oct Nov Dec
Source: SNL Securities; Insurance Information Institute



Insurer Claims
Paying Resources
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$0

U.S. Policyholder Sur
1975-2005*

plus:

Capacity TODAY is $412.5B, 45% above its 2002

trough and 22% above its mid-1999 peak. Sufficient
capacity exists to pay all Katrina, Rita & Wilma claims.

\

| Insurance in all states. PHS is
not fungible and is frequently

PHS backs all lines of PEILN

—

misunderstood and misused

/( “Surplus” iIs a measure of
underwriting capaciry ltis

J

nalogous to “Owners

M

non-insurance organizations

75767778798081828384858687888990919293949596979899000102030405*

Source: A.M. Best, ISO, Insurance Information Institute

*As of 6/30/05.




... USReinsurers: Change In

Ll Policyholder Surplus ($ Billions)

$75 r Reinsurer PHS _feII 20% ﬂ_rorp $73.0
1998-2002. Capacity today similar
$70 r to 1998. Same story globally.

$65

$60

$ Billions

$55

$50

$45

$40

1998 1999 2000 2001 2002 2003 2004

Source: A.M. Best; Insurance Information Institute



«¢¢ ANnounced Insurer Capital Raising*
($ Millions, as of November 4, 2005)

As of Nov. 4, 17 insurers
$1,400 $1,300 | announced plans to raise
$6.202 billion in new
$1,200 capital. Six start-ups plan
to raise as much as $5.75
$1,000 r billion more for a total of
» $11.952B. Likely at least
S $800 r $20B raised eventually.
§ 5 $600 $600
k $475
e 2 $400
$250 $300
$200 r 1
$38 $100
$0
O S © RS MRS S Ol AR
%\}@’ & v&q’ v \\}é& e ,{\'86 : \QJ«Q" &P R
?S) ?$Q> ({}\6 Q/Aé% Q‘Z} O\@Q \QC) ‘l—\\

$129

Type of Capital Raised**

Debt,

$475 ,

7.5%

Catman Preferred
Stock Stock,
$4.311 $1,259,
67.9% 19.8%

Sub.
$600 Voting

Stock,
300, 4.79%$475

$297

*Existing (re) insurers. Announced amounts may differ from sums actually raised. Odyssey Re: $102 m out of $202m still pending. **As of Oct. 25.
Sources: Morgan Stanley, Company Reports; Insurance Information Institute.



. Announced Capital Raising by
T Insurance Start-Ups

‘ﬁ MillionsI as of November 14I 2005‘

Type of Capital Raised

Private
Equity,
SLE00 20005 Corporate
$1,500 oty * $2,500 ,
$1,500 45 50
$1,300 Private
» Placement
C
S $1,100 ¢ $1,000 $1,000 $1,000 $1,000 $1,000 5e o0’
> $900 |
17 $750
$700 r
As of Nov. 14, 8 start-ups plan s
$500 | to raise as much as $7.75
billion. More likely to come. . e T
$300 1 - 1 - 1 - 1 1 1 <
< o ) e 2 2 %
QO‘Q @06 6‘0& \8‘(\q & q,g** éQ. \Q'Q. Q\Q} é,@
$ & QS ¥ & & ¥ S % o
~2"§& (é\o ol & & S ¢ g «© &
v \é\\% 4& \/’bs\ < v O(Q

*Chubb, Trident are funding Harbor Point. Announced amounts may differ from sums actually raised. **Stated amount is $750 million to $1 billion. ***XL
Capital/Hedge Fund venture. Arrow Capital formed by Goldman Sachs.
Sources: Morgan Stanley, Company Reports; Insurance Information Institute.



UNDERWRITING

Strong Underwriting Results
Pre-Katrina Will Help
Industry Weather the Storm

4 4 4




m P/C Industry Combined Ratio*

2001 = 115.7 Combined Ratios
120 - 2002 = 107.2 1970s: 100.3
2003 =100.1 1980s: 109.2
2004 = 98.3 1990s: 107.8

2005:H1 = 92.7* 2000-05E: 105.4

110 - 2005E =101 | |

100 The industry has just experienced
Its most remarkable recovery in |
recent history. Katrina, Rita &
Wilma will partially reverse this. i
90_ [ B N O OB N O O O ON N NN NN N N N N

[
O N~ 00O — N ™M <
D D O 00 0

75

— (N L0 o0}
l\l\l\ 0O 00 00 0O 0 O O O

Sources: A.M. Best; ISO, IlI. *Through 6/30/05 **I11 full-year estimate.



cee Underwriting Gain (Loss)
1t 1975-2005E*

$25M=

Before Katrina, p/c insurers were on track for
$15 1 only the second underwriting profit in 26 years

$5
($5)
($15)
($25)
($35)

$ Billions

($45)

($55)

IDOMN~MNOOOOTdANMTITLOON~NOOOODO A NMTLL ONOO O

N M
NSNS0 0000000 OKWOMWWMWWMWAWOOOOOOOOOOOO OO OO O OO0

*2005 estimate is based on annualized actual 05H1 net underwriting profit of $13.2 billion.
Source: A.M. Best, Insurance Information Institute



_ . Commercial vs. Personal Lines
LLL Combined Ratios, 1993-2005:H1*

O Commercial--Net Basis B Personal--Net Basis Personal lines
o outperforming
195 N commercial.
Y Hurricane 2 Underwriting is
Now more
120 1 Andrew important in long-
T Sl tail commercial
115 ~ 8 4@ Tt lines. Katrina
© O sl © 5 — impact will be
110 4 Som i = o) severe.
A<t 8 5 &
1 — N
100 - N~
. O
95 A
90 -
85 A
92 93 94 95 96 97 98 99 00 01 02 O3 04 05H1

Source: A.M. Best; Insurance Information Institute *|11 estimate for first half 2005. Actual 1H05 combined ratio all lines was 92.7.



Combined Ratio:
Reinsurance vs. P/C Industry

O Reinsurance W All Lines Combined Ratio

4 4 4

. . <
170 7| #2001’s combined ratio was the worst- o
ever for reinsurers; 2002 was bad as well. =
160 - I : :
*2003: Big improvement in primary and
150 | | reinsurer segments
*2004/5: CATs hurt reinsurers S
140 - =
ol ] = ©
130 - Hurricane S <
Andrew | ., 2 —
120 - = o
gg - 09 2 a o
—O 8 — o
110 + S S L
i =
100 - 5
90
—i AN 90) < Lo O N~ 00) (@)) o i (Q\ o™ <
(@) (@)) (@)) (@)) (@) (@) (@) (@)) (@)) o o o o o

05:H1*
015 =l

*RAA figure for 2005:H1 for reinsurers. **Full-year 111 estimates.
Source: A.M. Best, ISO, Reinsurance Association of America, Insurance Information Institute



% TRIA Extension?
1 (Focus on Senate Bill)

Term:
> 2-Year Extension, 39 Possible if progress toward long-term solution
Trigger Increased:
> Up from $5MM now to $50MM in 2006 and $100MM in 2007
Lines Dropped
» Commercial Auto, Prof. Liability, Surety, Burglary & Theft, FMP
> H.B. 4314 would add Group L.ife
Deductibles Increase for Individual Companies:
» 15% Now =17.5% in 2006 - 20% in 2007 for all lines
» Would vary by line in House 4314 version
Retentions Increase for Industry Aggregate:
> $15B Now - $17.5B in 2006 - $20B in 2007
Co-Pays Increase for Amount Above Industry Aggregate
» 10% Now - 10% in 2006 - 15% in 2007
Study to Develop Long-Term Solutions
» Senate version requires study to find long-term solution
Nuclear, Biological, Chemical & Radiological Risk
» No mention in Senate bill; House bill creates new NBCR liability for insurers




UNDERWRITING
AFFECTS FINANCIAL
STRENGTH

s There Cause

4 4 4

(it for Concern?



.oe Rating Agency Actions Following
LLLHurricane Katrina (as of Oct. 6, 2005)*

R ICRECHT Lol CORTS 1=

Companies Under Review w/ Negative Implications

Company A.M. Best Rating
Allied World A+
Allmerica Financial P&C Cos . A-
American Re A
Balboa Insurance Grp. A
DaVinci Re A
Endurance Specialty A
Florists Mutual Grp. A-
Glencoe A
Imagine Insurance Co. Ltd. A-
IPCRe A+
Louisiana Farm Bureau Mutual A-
Mississippi Farm Bureau Mutual A+
Munich Re A+
Mutual Savings Fire Ins. Co. B-
Mutual Savings Life Ins. Co. B-
Odyssey Re A
PartnerRe Group A+
PXRE A-
Renaissance Re A+
Rosemont Reinsurance Ltd. A-
Transatlantic Re A+
XL Capital A+
XL Life Insurance & Annuity A+
XL Life Ltd. A+

Companies on Credit Watch with
Negative Implications
Company S&P Rating
il Allmerica BBB+
2t Allstate Corp. AA
3 Aspen Group A
4. Oil Casualty Insurance Ltd. A-
5. Society of Lloyd’s A
6. State Farm AA
/i Swiss Re AA
8. United Fire Group A
Downgrades
Company S&P Rating A.M. Best
il Alea A-to BBB+ A-to B++
7. Olympus Re not rated A-to B+
3t PXRE Ato A- Ato A-
4. Advent Synd. 780 3pi to 2pi not rated

“...the replenishment of capital alone may not be sufficient to
sustain a company’s rating.” A.M. Best press release Sept. 15, 2005

*ACE and Montpelier Re were originally placed on watch/
review but have been removed.

Source: Hurricane Katrina: Analysis of the Impact on the Insurance Industry,
Tillinahast. October 2005.




e Reason for P/C Insolvencies
| | | (218 Insolvencies, 1993-2002)

Impaired Affiliate

3% Deficient Loss
Unidentified Reserves
17% 51%

Reserve
deficiencies
account for

more than half

CAT Losses
3%

Reinsurer Failu of all p/c
0% _insurers
Insolvencies

Change in Business

S So far, Katrina appears to
- Ve have claimed just 1
oo L victim—Rosemont Re—
8% :
expected to go into run-off
Overstated Assets

V)
2% Alleged Fraud Rapid Gro
0
e 10% source: A.M. Best, Insurance Information Institute



m Downgrade/Upgrade Ratio*

58 4.93
Downgrade to upgrade ratio
8 4 Is falling (primarily becausc_a
g the number of downgrades is
= ] : ™
= falling; only a small increase j
+— 3 - -
% In upgrades)
2 XN B
g2 - St 11l;
“g 3 S o 8 — " S ©
5 1 I FEREEE RN
g o R i © e o S
S 9 < FPO 33 o g %f
O e wo) ] o o
O _
E‘.@88%%%%85%%88883885888888%
Sources: Impairment Rate and Rating Transition Study— *U.S. property/casualty and life/health insurers before

1977 to 2002, A.M. Best & Co. 2000; P/C only 2000-2004.



«¢¢ Historical Ratings Distribution,
US P/C Insurers, 2000 vs. 2004

2000 2004 | Ar+/A

shrinkage

€/C- D C/C-

(0)
C++/C+ 0.6% \ 0.2% 2E3/§/0 Rl S 0.294 3-5% A++{)A+
11.5% 2.1% 8.6%

9.1%

B++/B+
28.3%

A/A-
50.2%

Source: A.M. Best: Rating Downgrades Slowed but Outpaced Upgrades for Fourth Consecutive Year, Special Report,
November 8, 2004.



US Reinsurer Combined Ratio

"4 4 4
i i *
vs. Median Rating, 1999-2003
160 A_|._|.
A+ + A+
2 150 i A A LA
o4 g L A
T 140 + :
g Are ratings related [|**** Ay
=R L
S to performance? 122.8 [
© 120 T 1151 115.4 il
é 110 +
2 o0 [ Reinsurer Combined Ratio 1006 |
——Rating-Large (PHS>$250M) .
90 | | | | | | | | |

99 00 01 02 03

*Combined ratio is for all US reinsurers. Rating is for large reinsurers (policyholder surplus exceeding $250 million).
The median rating for small reinsurers (PHS<$250M) was A- throughout the 1999-2003 period.

Source: A.M. Best: Rating Downgrades Slowed but Outpaced Upgrades for Fourth Consecutive Year, Special Report,
November 8, 2004.



INVESTMENTS

Improvements Still
Support Cash Flow
Underwriting

4 4 4



$ Billions

4 4 4

Net Investment Income

$54

$45

$36

&
N
~

$9

$0

Growth History

2002: -1.3%
2003: +3.9%

2004: +2.4%
2005:H1: +16.5%**

757677787980818283848586878889909192939495969798990001 0203 0405*

Source: A.M. Best, ISO, Insurance Information Institute;

*Annualized.

**2005:H1 over 2004:H1, adjusted for special dividend of $3.1B.



“oe Total Returns for Large
Company Stocks: 1970-2005*

S&P 500 was up 9% in 2004. Fears of higher interest rates, inflation,
the falling dollar, resurgent oil prices are concerns in 2005

40%0

30% f\ A

o S
W AR AR AR )

ARV,

-1090 .
*2003/4 were the first
consecutive gains since 1999
-20% \i J
-30% =
SR L SN IR e e TN SRR R ol S e
(o)) ()] ()] ()] o o o (o)} o (o)} (o)} (0] (0] (o)) o o o o
- - —i —i — — — — - - — — — — — AN AN 9\ N
Source: Ibbotson Associates, Insurance Information Institute. *Through November 16, 2005.



«ss Property/Casualty Insurance
1Ll Industry Investment Gain*

$ Billions
$60 - S50 $56.9

$52.3 $51.9 e $52.6
&5 $42.8 s $44.4 $45.3
$40 ¢354 I I $36.0
530 - —
03

Investment gains are rising
$20 - but will still fall short of

s10 1 [ their 1998 peak. CAT losses
reduce investable assets.

will
30 ——
94 95 96 97 98 99 00 01 02 04 05

*Investment gains consist primarily of interest, stock dividends and realized capital gains and losses.
Annualized 2005 figure based on data as of 6/30/05, adjusted for special dividend of $3.1B.
Source: Insurance Services Office; Insurance Information Institute.



PRICING
TRENDS

Will Katrina & Rita
“Harden Markets?

" 4



oo e Otrength of Recent Hard Markets
il by NWP Growth*

1984-87 2001-04

25%0
Real NWP Growth During
20% Past 3 Hard Markets
1975-78: 8.6%
e 1984-87: 11.2%
Wk 2001-04: 6.9%
2005E: 2.3%
590 : v\jf\ /
O% kow ‘h-:-;:‘.?.> Cl- “
504 Premium growth is faltering. Real QU
growth in 2005 will be NEGATIVE
-10%06

Note: Shaded areas denote hard market periods.
Source: A.M. Best, Insurance Information Institute *2005 figure is lll forecast based on 05H1 result.



Commercial Premium Rate
Changes Are Sharply Lower

4 4 4

The magnitude of rate
decreases is leveling off. Will

Katrina/Rita/Wilma reverse
the slide iIn commercial rates?

35%0

Source: MarketScout.com



Average Rate Increase/Decrease

"4 4 4
6% 5o September 2005
219 - Largest increases are
. Inthe energy sector
2%
0% e 0
O 1
204 -1%
-2%
49
-4%
6% - -5%
Energy Contracting Public Entity Transportation Habitational Service  Manufacturing

Source: MarketScout.com



“os Rate Changes by Line,
3nd Qtr. 2005

g I B B B B D

-1%

-2%

-3%

= o 3.4%

230 4.7%

= 0

-7% '6'0%_6_8% -6.3% _

-8% Magnitude of rate

9% -8.4% decreases flattened | -g.296
10% =9.2% out In mid- 2005

Comm Prop Biz Comm Auto WC GL Umbrella EPL D&O Surety Const. ALL Lines
Interruption

Source: Council of Insurance Agents & Brokers; Insurance Information Institute



bsolute Change In Price by Line,
3nd Qtr. 2005 vs. 2" Qtr. 2005

tté

5% Property, Bl poised Impacts of Katrina & Rita are
e A for a turn? being primarily felt in
Y Commercial Property &
306 L Business Interruption. Effects
on Casualty business are still
2% 1.7% ambiguous.
0f L 0.7%
e e O;% ] 0.3% Oﬁ% 0.2% 0.2%
0% . . . . N . . o I W
L -0.2% .
N -0.9%
20 -

Comm Prop Biz Comm Auto WC GL Umbrella EPL D&O  Surety Const. ALL Lines
Interruption

Source: Council of Insurance Agents & Brokers; Insurance Information Institute



Average Commercial Rate

"4 4 4

Change by Account Size
0%
— Commercial accounts have
_ a trending downward for 5-6

/ quarters, with large

. M A, commercial leading the way.
ol Now starting to flatten.

I
55 - ,/

5%, - E‘
e -

-15%

§ 5855555555888 8¢8¢88833885¢865

ﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂ

—— Small accounts —m—Midelzed accounts —a— Large acocounts

e The Coommes] of Tnenra=en Agorrde S Brekor: Thast reomoarsd B T ahmam Rrodhess B o Bozearch



. <o Reinsurance Prices are Only at 1995
Levels, Despite Increased Risk

US cat reinsurance price index:

%070 1994 =100 520
A s
30% \ ~~ 100
1%
20% o 80
?

11%
10% 60
2%
-5006 I l 4% 4% 6%

-10% B 20
(0)

-20% O
94 95 96 97 98 99 '00 '01 '02 '03 '04 O5E O6F

Bl rate changes [left] —e—index level [right]

Sources: Swiss Re, Cat Market Research; Insurance Information Institute estimate for 2006.



Focus on the

A wrecked oil platform washes
ashore in Alabama in the wake

of Hurricane Katrina.




¢¢¢ Katrina’s Path of Destruction Through
the Offshore Energy Industry

@

Source:

Hoiiztom
&

Legend

Hutrican e lkatrina's Track
Key Ciies

Riers

Shrevepart
»

Jacks an

® Cats
® Catd
Cat 3
Cat 2
") Cet 1
") Tropical Storm

O Shora Plaffonms
S:00 FM EDT 0828,200 5

[}
:Iu

Katrina (& Rita)
tore through
offshore facilities

“Hurricane Katrina: Profile of a Super Cat,” RMS, October 2005.
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Landfall 1
07:00 PM EDTOS 25/ 2005
0300 &M EDTODH 262005



. o¢ Hurricane Rita’s Path Was at Least
LLL as Devastating for Energy Concerns

Hurricane Rita's Path at Landfall on September 24th

HoustoniTexas CleyfGahedban .. [ -
Medinmpg Carffar T

= Rita did significant
damage to onshore
facilities too

Source: Energy Information Administration; iMapData Inc.



¢ &« Hurricanes Katrina/Rita: Damage to Oll
Platforms and Rigs in Gulf of Mexico

G T ——
No. of Platforms/Rigs Destroyed, Damaged or Adrift, as of October 4, 2005.

70 - About 75% (3,050 = Totals:
out of roughly 4,000 Destroyed: 114
60 GOM platforms D d: 69
50 were in the path of amaged.
>0 7 Katrina & Rita Adrift: 19
% Missing: 3
30 -
20 -
10 - 6
O g T
Hurricane Katrina Hurricane Rita

Bl Destroyed B Damaged O Rigs Adrift B Unaccounted For

Source: Minerals Management Service (MMS), US Department of the Interior.



Hurricane Katrina Energy
Insured Loss Estimates

4 4 4

(Billions of $, As of October 10, 2005)

*RMS estimate
covers offshore
platform damage and

RMS _ $2 - $5B loss of production.

*Tillinghast $4-36B
estimate covers

Energy was marine & energy

= losses and includes
Tillinghast ZLGUELDLY e business interruption.
most severely E qecat estimat

: *Eqecat estimate
Impact of all covers offshore oil

INnsurance and gas industry

Egecat markets. losses.

$0 $2  $4  $6  $8  $10  $12

*Sources: RMS, Eqgecat, Tillinghast; Compiled by the Insurance Information Institute.



| egal Environment
Will Affect
Katrina’s Outcome

4 4 4



Business Leaders Ranking of
Liability Systems for 2005

T D
Best States Worst States

4 4 4

1. Delaware 41. Hawalli

2. Nebraska 42. Florida

3. North Dakota 43. Arkansas

4. Virginia 44. Texas

5. lowa 45. California

6. Indiana 46. lllinois

; g/“”tf;]egﬂi ) 47.Louisiana

ou akota
9. Wyoming __—~%8.Alabama
10. Idaho |'Lﬁ"|AL and MS’s 49. West Virginia
1apility systems are g & - -

ranked a¥noyng the worst 50. Mississl ppl
In the country by the US
Chamber of Commerce

Source: US Chamber of Commerce 2005 State Liability Systems Ranking Study; Insurance Info. Institute.
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1

The Nation’s Judicial Hellholes

CALIFORNIA

Los Angeles
County:

!! s

West

ILLINOIS

Virginia

Jefferson
County, TX

Madison County
St. Clair County '\

Ry

Philadelphia,
PA

5o

%

&

Hampton
County, SC

Orleans
Parish, LA

Source: American Tort Reform Association; Insurance Information Institute
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South Florida

/
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Accusations by MS Attorney General

((( Jim Hood Against Insurers

Count 1: Violation of the Public Policy of the State of
Mississippl
» Alleges flood exclusion is void since MS contract law does not allow
exclusions that interfere with proximate cause

e Count 2: Unconscionability
» Contracts (policies) are unreasonably complex

e Count 3: “Water Damage” and/or “Flood” Exclusions

are Ambiguous

> Alleges exclusions are ambiguous when read in conjunction with other policy
provisions.

 Count4: Violation of MS Consumer Protection Act
» Alleges contracts (policies) are deceptive

« Count5: Irreparable Injury

> Alleges insurer enforcement contracts has and continues to harm MS
policyholders

Source: Hood vs. Mississippi et al filed 9/15/05, Chancery Court of Hinds County, MS; Insurance Info Inst.




_ Types of Lawsuits Being Filed in the
Wake of Hurricane Katrina

® ﬂomeowners | nsurance

> Lawyers (e.g., Dicky Scruggs) and Mississippi Attorney General Jim Hood
are suing insurers over whether homeowners policies should cover flood.

» TX judge ordered one company to stop denying claims to people claim for
additional living expense who could not provide immediate documentation of
damage.

> Insurer being sued for not informing flood customer that excess flood
coverage may have been available from a different private insurer

Oil Spills
> Lawyers have sued the energy industry over ruptured oil tanks and pipelines
that have fouled Louisiana neighborhoods.
e Fishing Grounds

» At least 2 cases filed on behalf of LA’s fishermen over damage to estuaries,
bays and oyster beds caused by the oil spills.

 \Wetlands

> One suit filed against the oil & gas industry for its alleged role in the
disappearance of wetlands that protected Louisiana from storm surges.
Source: Wall Street Journal, 9/26/05, p. B1; Houston Chronicle, Oct. 12, 2005; Insurance Information Institute

"4 4
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Typical Flood Exclusion In
Homeowners Insurance Policy

Flood Exclusion

» Water Damage, meaning any loss caused by, resulting from,

1.

2.

contributed to or aggravated by:

flood, surface water, waves, tidal water or overflow of any body of
water, or spray from any of these, whether or not driven by wind.

Water or water-borne material which backs up through sewers or
drains, or which overflows or is discharged from a sump pump, sump
pump well or other system that is designed to remove subsurface
water which is drained from the foundation area; or

Water or water-borne material below the surface of the ground,
Including water which exerts pressure on, or flows, seeps or leaks
through any part of a building, sidewalk, foundation, driveway,
swimming pool or other structure or water that causes earth
movement.

This exclusion applies whether or not the water damage is caused by
or results from human or animal forces or any act of nature.



What Role Should the
Federal Government
Play In Insuring
Against Natural
Disaster RISkS?



1.

4 4 4

Options for a Federal Role in the

111 Financing of Natural Disaster Risk

National Natural Disaster Pool

Regional Natural Disaster Pool(s)

Federal Reinsurance Program

Tax-Favored Pre-Event Reserving

Regulators’ “Layered Approach”

1.

2.
3.

Max private insurer &
reinsurer capacity

State CAT funds

Federal reinsurance facility

Personal “Savings” Accounts for Disaster Losses




Pros/Cons of Federal CAT
(Re) Insurance Facility

e Rationale Federal Involvement
» Insurance was not meant to handle mega-catastrophes
» Such risks are fundamentally uninsurable

» Federal government already heavily involved in insuring against
weather-related mega-catastrophes (e.g., flood, crop)

> Insurers are not allowed to charge risk appropriate rates (including
rising reinsurance costs)

» Price/availability of private reinsurance is volatile
o Rationale AGAINST Federal Involvement
» Crowds-out pvt. insurance/reinsurance markets; stifles innovation

> Relationship between price and risk assumed is diminished since fed
Insurance programs are seldom actuarially sound

» Increases federal involvement and regulatory authority in p/c
Insurance (not a negative for some market participants)

» Cost to US Treasury (esp. taxpayers in less disaster prone states)

» Diminishes incentives for mitigation, tougher building codes and
wiser land use policies if Fed rate are politically influenced

4 4 4




FEMA’s National
Flood Insurance
Program

4 4 4

1
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Percentage of Homes With Flood

Insurance Policies: :
Coastal Counties Affected by Katrina

St. Bernard (LA) 57.7%
Jefferson (LA) 57.4%
St. Charles (LA) 52.5%
Plaguemines (LA) 45.6%
St. Tammany (LA) 43.2%
Orleans (LA) 40.0%
St. John the Baptist (LA) 30.8%
Baldwin (AL) 23.5% ] )
Hancock (MS) 2349 | Proportion of homes with
Harrison (MS) 11.7% federal flood coverage was
Jackson (MS) 10.4% miserably low in most
Tangipanoali=a) e coastal counties affected
St. Jam_es (LA) 7.0% by Katrina
Mobile (AL) 3.9%
0% 10% 20% 30% 40% 50% 60%  70%

Source: Census Bureau, FEMA, New York Times.



... What Needs to Happen for the
(Ll NFIP To Be More Effective

Move to actuarially based rates
» Include loading to build-up reserve fund
» Expand refusals on irresponsible construction & repeats

Expand mandatory purchase requirements beyond
1-in-100 year flood plain (250 or 500-year plain)
Update & digitize flood maps

» Need process for continuous updating
» Coordinate inundation & flood maps

Create/formalize central lender property tax-based
authority for tracking properties subject to
mandatory purchase requirement

Source: Insurance Information Institute




(it summary

2005:H1 was likely the p/c insurance industry’s zenith in the current cycle
for underwriting/earnings

Industry was financially strong and well capitalized pre-Katrina

2005 CATs unlikely to provoke widespread hard market conditions (only
about 5% of global p/c capital)

Effects mostly confined mostly to specific lines & regions: HO,
Commercial Property, Property CAT Reinsurance & retrocessional
markets, PPA Comprehensive; Energy/Marine

» Areas most impacted are Gulf & Atlantic coasts
Cyclical concerns will quickly return as dominant issue

Rising investment returns insufficient to support deep soft market in
terms of price, terms & conditions

Clear need to remain more underwriting focused
Major Challenges:

» Maintaining price/underwriting discipline

» Managing variability/volatility of results

» New/emerging/re-emerging risks
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