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Daily New Cases

Cases per Day
Data as of 0:00 GMT+0

200k

ot |HH | |

A

*p °: E??}g oA S C‘ mﬂd”"‘*m ﬂ:“ﬁf’*q’_%m Qﬁ"{‘ "‘(;u ¥ > \“L?’a’ﬁ”“qx‘ﬂ'q_ﬂf’qa”’q”m o -::?’ ®
FEEEEFF W @ @ PP T TEPP PPOOPL R R R

W
a
W
17}

J

=

'

o
w
=

=
=
=
=
o

o
g
=]

=




Daily Deaths

Deaths per Day
Data as of 0:00 GMT+0
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Annualized change from previous quarter
== Change from same quarter in previous year

0 o\
e
First quarter 2009:
-10 American Recovery and 9.0
’ \ Reinvestment Act of 2009 y
-30

Fourth quarter 2008: 34—

Financial stabilization (TARP)
-35

2008 2009 2010 201 2012 2013 2014 2015 2016 2017 2018 2019 20

Note: Data are seasonally adjusted at annual rates.
Source: Bureau of Economic Analysis
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Bl/Contingency - UK
Bl/Contingency - US
D&O - US

EPL-US

General Liability - US
US Surety

Trade Credit - London
Mortgage

Workers' Comp - US
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m Optimistic
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] Company Q1 & Q2 COVID LOSSES % of Net Earned Premium I
($ Millions)

Munich (through 3 quarter) €2,300 N/A

Swiss Re $1,500 16%
Chubb 1,170 7
AlG 730 6
QBE 335 6
Markel 325 12
Hartford 301 3
Axis 235 11
Travelers 200 1











































Increase Risk Risk Offset

e CARES Act Forbearance and stimulus

e Decline in interest rates resulting in
an increase in prepayment speeds

e Haircut to PMIERs capital
requirements

e Strong housing market

e Spike in unemployment rates
e Spike in mortgage delinquencies
e General economic uncertainty
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Delinquency Status Summary Table

@ 30 Days Delinguent @60 Days Delinquent @90 Days Delinquent @@Foreclosures
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2019Q1

Change in Fees and Expenses
California

2019Q2 2020Q3 2020Q4 2020Q1 2020Q2
Submission Date

B Fees ™ Expense

2021Q3




California

Professional Liability - Lawsuits
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THIRD POINT RE

COVID-19'S Impact ofsthes
P&C Re(lnsurance) Industry

A Company Perspectwe
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POLLING QUESTION

How involved have you been in estimating o
reserving for COVID losses?

Very involved
Somewhat involved
Not involved




POLLING Q ES N ' ") »
For those of you that have been involved in estlmatmg or
reserving for COVID losses, which is the most difficult aspect?

Lack ofidata

Uncertainty of coverage ,
Uncertainty of-health impact of pandemlc
Uncertainty of the economic impact of the pandemlc
Other (write in)
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WHY IS COVID RESERVING (OR PRICING) SO DIFFICULT?

COVID is an unprecedented event for the insurance industry

The reserving for COVID is unigue from traditional reinsurance “cat” events

The event is still occurring
Duration and severity unknown
Impact is not limited to one insurance segment
No established model, method, or precedent
Potential impact from:
Government decisions on business closures
Government relief interventions 3
Government and judicial interpretations of coverage \
Medical developments
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T\IQSIZ{-IE\CORRECT BA I&FQR COVID ES\TIMATES?

p-fron * Full recognition of impact/losses * Increases the importance o
Up-front Full iti fi t/l I thei it i
'i (one Occurrence) at inception of pandemic “getting it right” initially
* More prudent, which may be * Requires an estimate of the
desirable given uncertainty duration of pandemic
* Eliminates (in theory) future * May be challenged by auditors, if
further bad news underlying events have not
occurred

Over time * Could be more in-line with how * Affects results for a longer period
(based on underlying actual claims or occurring * Likely want to produce an estimate
occurrences) * Only requires recording estimates on ultimate anyways for
for one period at a time management
* Duration of impact is less of an * Increased chance of premium
issue deficiency reserve




1. Exposure
Identification

Gathering
3. Preliminary

2. Information

|

|
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6. Monitoring
and Updates

|

J

Estimates

J

4. Recognition

5.
Communicatio

|

and Impact




OVERVIEW OF COVID-19 RESERVING PROCESS

Exposure identification

|dentify potential contracts with
direct or indirect exposure to COVID-
&=

This will require more judgment than
a typical large loss event reserving
exercise
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Information gathering \
Gathering input and additional data from all sources (insureds/claims/brokers/field agents/etc.)
Also consider industry estimates, market analyses, and other companies’ announced losses

OVERVIEW OF COVID-19 RESERVING PROCESS




OVERVIEW OF COVID-19 RESERVING PROCESS

Preliminary estimates

* Prepare “base case” and “stress case” estimates
* Define the key assumptions as a part of the estimates
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Determine recognition and
impact of losses

When should future losses be recognized?

Evaluate need for premium deficiency
reserve

POINT RE




OVERVIEW OF COVID-19 RESERVING PROCESS

-

~ Communication ¥
« Consider disclosing a range'or stress case estimate
* Describe key assumptions -
* Be clear that estimate will change, but stand up for your estimates




Ongoing updates and monitoring

B * Consider updates on a continuous basis
| ° Monitoring of COVID is uniquely difficult due to categorization and tracking of losses
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LINE OF BUSINESS COMMENTARY

1. Lines with direct and clear exposure to COVID
Contingency / Event cancellation
A&H, Pandemic, or Life Cat Covers
Travel Insurance
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2. Lines with direct, yet ambiguous, exposure to COVID
Workers compensation
Property (business interruption)

3. Lines with indirect exposure to COVID
General and professional liability

4.Lines with exposure to broader economic conditions
Mortgage, trade credit, surety
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LINE OF BUSINESS COMMENTARY | ,, B

27|
Lines with direct and clear exposure: Contingency and Event Cancellation

Exposure is based on the list of events, dates, and limits

* Conservative approach is to quantify the total limits exposed on all events through various dates
(i.e. limit exposed on events scheduled through Dec'31, 2020)

* Can be refined by looking at partial limit losses, based on the definition of coverage (full
cancellation only?), how early the event is cancelled, whether it will be rescheduled, and
whether limit losses are actually likely (required underwriter knowledge of exposure by contract)

g - That approach also allows for a relatively simple explanation if/when cancellations persist for
longer than originally anticipated




LINE OF BUSINESS COMMENTARY

TREATMENT
RF‘JK ADVISORY

J BENEFITS

FIRST AID
= MONEY MANAGEMENT
e N - DAMINATIONS

" MEDICAL TREATMENT
» FINANCIAL BENEFITS

'« DISEASE COVERAGE . 4 }
i

Lines with direct and clear exposure: A&H, Pandemic or Life Cat Covers
* Understand the group covered and quantifying frequency, severity and duration of impact
* When you don’t have data, look for proxies by geography or demographic e






LINE OF BUSINESS COMMENTARY
—ia

Lmes with direct yet ambiguous exposure:

Workers Compensation

Each book will be affected differently.
Some factors to consider include:

States with presumption laws

Size of business

Essential of frontline worker exposure
Working from home exposures

Impact of changes in auto frequency |
Potential for employer’s liability claims \




Lines with direct ,a

expo' Property (B

Interruption)

Understandi
exposures an
evolving legal landscape
Scale and scope of exp
work will vary signi
company |
Not much tradition
to be done

Start with a discussion
underwriters and claims




LINE OF BUSINESS COMMENTARY -

Lines with indirect exposure: General and Professional Liability
* These liability lines are subject to second-order effects from COVID

* General Liability
* For example, how many businesses will be sued for negligent safety practices?
* How easily will positive COVID cases/deaths be traced back to individual sources, and will courts agree with that?
* Could secondary COVID cases (e.g. family members) also be attributed to the same source?
*  Will businesses have any immunity, and will it be effective?
*  Will there be any decrease in ultimate non-COVID general liability claims, due to shutdowns and changed practices?

~* Professional Liability
* How many companies will face shareholder lawsuits as their financial results deteriorate due to COVID?
* How will courts assess the fiduciary duty of those companies before and during a black swan pandemic/shutdown?

* If a whole sector of the market is similarly affected (e.g. cruise ships), does a shareholder have a valid claim against one company in
that sector?

[

* These may be too subjective to perform any detailed analysis
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LINE OF BUSINESS COMMENTARY

—:470: 110 3a
Lines with exposure to economic conditions
Mortgage
Trade Credit

3 2%

Surety

Making assumptions on changes in economic activity is notoriously difficult — even for economists!

Mortgage
* That data and analytics allow for in-depth simulation and scenario modeling
* Thus far, the housing market has been remarkably robust through COVID

* However, we should be watching other dynamics closely, which could have regional affects that impact mortgage
portfolios

Trade Credit and Surety

* Similar to mortgage in some ways, but with less data, so inherently more judgmental

* How long will the pandemic last, and how will it affect businesses/contractors and their ability to pay/perform?
e Start with a discussion with underwriting and claims, and work from there
e 2008 may be a helpful benchmark or scenario
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OVERARCWG'CQ\AMENTEWCROSS ALL SEGMENTS

- . : T O A~

There are likely to be short- and long-termed impacts on claim patterns and loss trends from COVID,
that will affect the industry’s loss costs and reservesmore genérally (aside from specific COVID losses)

While the early non-COVID loss.experience on-some lines of business may appear better than

expected (e.g. workers comp-and professional liability), this may be.illusory once reductions in

exposure/premium are considered and the longer-term impacts play out

* More generally, some of this apparent better than expected experience could be due to a slow-
down in the reporting, legal, adjudication, and adjustment processes

* There could also be a “bounce back” of pent up non-COVID claims‘activity after the economy
reopens, either from-latent injuries, lack of care, facilities re-open;.or general festering

COVIDsalso seems to be helping to drivingpricing trends in‘the right direction, which may have a
beneficial impact on go-forward expected loss ratios

Will social inflation and COVID ultimately exacerbate each other?
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v Think beyond the point estimate
v’ Step up

v Be adaptable

v Have a learning mindset

v Collaborate

v Communicate, communicate, communicate
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