In 2017 it was HIM. What will it be in 2018? HER?
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2017 Loss in Review
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Insured loss estimates from 2017 Cat activity

There was significant uncertainty around the quantum of insured loss with a broad range of
estimates from modeling firms

Initial Estimates

Modeling Company Figh Low _High L
AR Workivide 1008 1008 3208 5008 0B 8508 198 328
Risk Management Souions 25,08 3508 308 550815083008 128 128
eLogc 755 115 2258 H06
Karen Clarkand Cor T548 1548 208 2508 2988 2988 WA
Propery Clams Servce 1598 1508 180818082198 2198 WA A

Revised Estimates

Modeling Compa

AR Workivide 1008 1008+ 3208 5008 2408 4808 675M Lo 1058 11858
Risk Management Soluions 25,08 308 308 550815083008 128 128 808 12928

eLogc 755 115 2258 H06 z 7051008 B 5656
Karen Clarkand Company 16,08 1548 2508 750879882988 NA__NA 7028
Propery Clams Servoe____17.18__17.18 187818782408 2408 1081108 088

§ Mexico EQ estimates for Puebla event only; AIR also estimates losses for the Chiapas EQ between
$730M - $1.0B

PCS does not estimate a range; PCS reviews their estimates every 60 days until they deem their
estimates as final. None of the estimated shown here are yet considered final by PCS.
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Major Insured Loss Events in 2017
There have been five major insurance loss events in Q3 of 2017

Loss Event Details

Key Insurance / Perils

5/3/2018

§  August25 (landfallin Texas) Significant flooding (residential & auto)
Hurricane §  Texss and Louisiana & Financial blow to under/non-insured
(g/i'svﬁ% §  Category 4: 130 mph Additional $7-11bn of losses to NFIP
& Loss estimates range: $20bn - $40bn Potentialliigation ~ Wind vs. Flood damage
§  September 10 (landfall Florida) §  Significant wind and storm surge
Hurricane & Floridaand the Caribbean 5 Anear miss for Miami (a “wake up call)
(g;;’g/;) 5 Category 4: 130 mph Post-event demand surge to increase costs
& Loss estimates range: $20bn - $55bn §  Resources deployed o TX for Harvey
& September 20 (landfall in Puerto Rico) 5 2nd major hurricane to hit Puerto Rico in Q3
Hurricane 5 Category 4/5: 150 mph 5§ stronger storm than Hugo (89) / Georges (98)
® ,20'/17) §  Caribbean (major impact to Puerto Rico) 5 Significant impact to Puerto Rico economy
& Loss estimates range: $10bn - $85bn §  TravellLeisure and Pharma
§  #1-epicenter Chiapas, 8.1M (highestin Mexico  § Lo earthquake insurance penetration
Mexico EQ in over 100 years) 5§ Private Dwellings: 0.25% - 0.35%
(;/%}Zf 5§ #2-epicenter 75 miles from Mexico City, 7.AM 5 Comm'l/ Industrial; up to 20%
) & Lossestimates from $1.2 billon to $4.8 billon FONDEN EQ bond fully exhausted (§150mm)
CA Wildire §  Wine County wildfires began October 8th Very high penetration of coverage (fre peri)
(©/8117 & 245kacres and 8900 structures bumed (CalFire)  §  High home values in area and number of
8/31/17) §  Largestfirestorm in California history larger commercialrisks impacted
5 Substantial expected demand surge and EE
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Commentary on Catastrophe events

Harvey: Loss dynamics of a flood-heavy event
§ Large disconnect between economic and insured loss (large protection gap). Personal lines flooding (NFIP)
§ Substantial auto loss, and loss adjustment expense contribution also will be significant
§ Commercial flood; BI & CBI will be significant factors.
§ Loss development taking on a potential trend more akin to earthquake loss i.e. 2-3 year tail

Irma: The Cat 5 that wasn't
§ Large event, but not apocalyptic
§ Predominantly a Florida and Caribbean event
§ Issues of Assignment of Benefit (AOB), fraud, demand surge which will add complexity and cost
§ Some carriers bought back up covers from an active, functioning market

Maria: Pain in Puerto Rico
§ Substantial damage (estimates as extreme as 30% of $2508 TIV)
§ High concentration with a few insurers, could be largest % reinsured of the three
§ Pharma, Tech and Hotels expected to experience Bl losses owing
§ Demand surge issues further compounded post Harvey and Irma

California Wildfire:
§ Loss estimates from RMS and Moody's did NOT include auto or crop
§ Typical in wildfire events to have ~80% of loss from “totals" while 20% from smoke damage:

§ Insurance penetration is high (all perils policies), majority of loss wil be insured
§ Aditional living expense ~30% of Cov A, damaged homes or mandatory evacuation, frequently Replacement Cost
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Interactive Polling Question #1

w

Did your company have a reinsured loss in 2017 from one of the mentioned
catastrophic events?

A) Yes
B) No

C) I don't know
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Market Update
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January 2018 Renewal Review
1st View Highlights - Extreme Weather — Calm Market

Earnings erased, capital eroded, capacity remains

* Reducing annual RoE's and Q3 events have wiped out reinsurer earings for 2017
« Capital has been impacted to a modest extent on average in the range of 5% to 7.5%
* Capacity oversupply remains, with Insurance Linked Securities remaining robust

Organic growth and increased demand

 Underlying portfolio growth is driving increased cessions, with a reappraisal of peak PMLs
* Greater demand for lower attachment, second loss, frequency and earnings protection

= Amove towards more aggregate, clash and mult year covers

« Emerging risks being brought to market — cyber, terrorism

Modest price increases across all classes

* Underlying R/l results and 2017 losses have brought an end to rate reductions in renewal pricing
* Abundance of capital and appetite for risk has imposed a measured response from reinsurers

* Loss free accounts across all classes saw risk adjusted flat to modest increases of 0% to 5%

* Minor changes in reinsurer panels
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Industry Capitalization and Cat Loss Impact

While catastrophe losses reached a record high, industry capitalization remains
exceptional, and market is likely to be resilient
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US P&C Industry Performance

While US insurance industry underwriting suffered in 2017, strong investment
results helped minimize the reduction in returns, as capital base remained robust
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Historical Rate Change Analysis (Property CAT XOL)

Historical Rate Change
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Willis Re U.S. Catastrophe Reinsurance Pricing Index

Market Apex — Post 9/11
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Interactive Polling Question #2

§ Did your company’s 2018 reinsurance pricing increase at renewal?
A) Yes
B) No
C) I don’t know

D) Too early to tell

WillisTowers Watson Li*I'd
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ILS Spotlight

§ ILS assets under management both inside and outside the larger ILS funds
continue to grow
— Rapid reload of ILS funds following initially overstated Hurricane Harvey, Irma
and Maria (HIM) losses
§ Loss development and claims collection from 2017 catastrophe events continues
to proceed in an orderly fashion with few surprises

§ Issues over n‘on—‘modeled Alternative Capital as % of Global Catastrophe Re Limit
losses (CA Wildfires) have 35%
been limited to a small section ;‘ﬂ \,:,k

0%
of the ILS market writing

aggregate covers

— No impact on appetite
Larger ILS funds are building %%
“own view of risk” helping them 0%
manage their investors’ %
expectations with regard to

250

20%

w

less obvious exposures 2009 2010 2011 2012 2013 2014 2015 2016 20206
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April Renewals Highlights

w

Elevated 2017 global natural catastrophe losses not seen as a major catalyst for

rate hardening, soft market conditions remain

April renewals saw the continuation of a broadly flat pricing environment

§ Reinsurers sought to push double digit price increases at January 1 but were
largely frustrated with the market settling on mid-single digit increases
— Tempered the April 1 renewal price expectations from market
— Loss-free cedants continue to push back with lower firm order increases or

slight decreases

§ Latest vendor model changes further frustrated Reinsurers' desire to increase
prices

Capacity remains plentiful with non-traditional and collateralized markets

increasing available capital and competing for participations

Away from the headline property catastrophe renewals, many other classes

managed uncontentious renewals

§ Despite limited movement in original rating levels, underlying exposure growth
has fed through into modest increased reinsurance premium volumes for
reinsurers

w

w W
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Florida June 1, 2018 Renewal Outlook

w

Flight to quality continues to differentiate price and capacity

§ Top performers are seeing -7.5% to flat risk adjusted pricing

§ Others are seeing flat to +5% risk adjusted pricing

Slight increase in demand for capacity from buyers is largely muted by the

oversupply of capacity from reinsurers

Irma update

§ Assignment of Benefits will continue to be an issue, especially for companies
with sub-par claims operations

§ Loss creep has been noticed lately; Plenty of reinsurance limit remains within
6/1/2017 programs, but creep is eroding reinsurer positions

Citizens remains strong

§ well capitalized

§ Exposure base is contracting

§ Reinsurers remain supportive

Renewal market is orderly, quoting freely and with transparency

w W

w

w
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M&A Activity chaor M. (> vauous

*
ATRI UM STARSTONE

§ Return to the “Big Balance Sheet" reinsurer ASPEN
model
§ Large primary carriers have re-entered the AXA | XL Catlin
reinsurance market § $15.3B acquisition of XL
§ Major non-life primary companies with § $57.60 per share, 1.50x BVPS
large personal line / small medium AIG / Validus B )
enterprises portfolios facing the greatest S $5.56B acquisition of Validus
disruption from new distribution models § $68 per share, 1.53x BVPS
§ Large primary companies with life Aspen
portfolios facing profitability challenges & § Launc.hed f°fma| sale process
inability to differentiate their results from 8 Early indications suggest price of
general investment markets $47.5-$50 per share, 1.18x BVPS at
; : " L low end
§ Spec!altygarrlgr valuztlons gnd M&Adactlvny Chaucer Syndicate
remain robust in part due to increasef Y e e
scarcity value seeking strategic alternatives
§ ~2.2x tangible book value for Lloyd's § Published target price between
§ ~1.7x tangible book value for US Specialty ~ $850M - $1B (1.3x-1.5x book value)
28 T A e e WilisFe LT 17

Interactive Polling Question #3

§ You are at the CAS Spring event in Boston, MA. After this session, will you:
A) Drink a Sam Adams Boston Lager?
B) Eat Clam Chowda and a Lobsta Roll?
C) Search the city for Brady and Gronk?

D) All of the Above?

WillsTowers Watson Li*t"ld 18




Conclusion

w W

w

w

w

2017 was a year of extreme weather events with record insured losses

Despite 2017 weather and losses, the reinsurance market remains strongly

capitalized

Pre-renewal messaging of price increases as been largely muted by the over

supply of capacity

We are still largely in a buyers market, and reinsurers are willing to get
creative in developing solutions which meet the buyer’s revised view of risk

management

Questions?

WillsRe
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Thank you!
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Vendor Disclaimers — 1 of 3

5T ropon, an the anayses, y Cifomaion), il Liied
comectely Sohsions. Ine. (RS
ot vind
engineers, i matremteians

Funhermors, e scuracyof

e normaton

Wk and o .
§ e recientot

WARRANTIES OF NOM-NERINGEMENT, NERCHANTABILITY, AN FITNESS FOR A PARTICULAR PURPOSE. N NO EVENT SHALL RIS (OR ITS PARENT. SUBSIDARY. OR
‘OTHER AFFILIATED COMPAIES) BE LIABLE FOR DIRECT. INDIRECT, SPECIAL INCIDENTAL, OF CONSEQUENTIAL DANAGES WITH RESPECT T0 ANY DECISIONS OR ADVCE.
MADE OR GIVEN AS A RESULT OF THE CONTENTS OF THIS INFORMATION OR USE THEREOF

§ Work contaning AIR CLASICI2 O CATRADER auput

‘oR CATRADER 0. 2004 btweon AR (AR and Wi R I
s 0 ik Lo,

5 (1) The Cient agree,for the bt of AI, 10 b b by he folling provsions:

5/3/2018

§ @ T cLasicn oncaTmiOER ’ ity o, st
Vo of st bt by S, ST, o, S on eammeen e
e
5 o on cammaoen i contancs,of e cuic2 O
i
s - o caTRROER Arais e
S o b
i v et
s
ciean onse v
@
§ 1 he clet e ot e o b1
S — WiliaRe 1 2
Vendor Disclaimers — 2 of 3
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