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De-risking and Rate Increases Finally
Pay Off but Paucity of Reinsurance
Capital Still Pronounced

Manny Modu — Managing Director, AM Best
Carlos Wong-Fupuy — Senior Director, AM Best
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This session has live Q&A — please submit questions via the
“Ask A Question” icon in the session navigation bar
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Global Reinsurance — Outlook Stable

Positive and Negative Drivers

* Renewals maintained favorable pricing, terms and conditions

* Increased demand for coverage due to catastrophic loss activity but
supply remains disciplined

« Strong demand for life and annuity reinsurance

* Rising investment income

* Available capital # deployed capacity

* New capital still hesitant; increased flight to quality
* Reserves strengthening actions on casualty books

« (Concerns about economic and social inflation
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Global Reinsurance — Outlook Stable

Economic/External Environments Have Changed

* Reinsurers remain well capitalized but cautious

« Technical results continue to improve

« Demand remains strong — established reinsurers at an advantage
» Higher cost of capital may be a challenge

 Complex and evolving risk environment
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Why Is This Cycle Different?

New 202x class?

Rising interest rates only
since 2022

Higher cost of opportunity
Gradual rate increases before 1/1/23

Single major event:

Hurricanes . : : Sharp increase in rates
Earthquakes s O L in a short period of time

Terrorism

Alternative Capital

Plateaued since 2018

No single major

catastrophe event

Accumulation of more frequent
secondary perils

- L . : Global reinsurers remain
Leading indicators for historical reinsurance company formations

well capitalized
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Why Is This Cycle Different?
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COVID-19
Pandemic

Hurricanes —
Harvey, Irma,
Maria

Sustained lower interest
rates for over six years

Hurricanes — High inflation

Rising interest
rates

Hurricane Andrew 9/11 terror

Katrina, Rita,
Wilma

Increase in interest attack

rates

Japan and NZ Earthquakes Decline in

Thailand Floods

interest rates Low

unemployment

Secondary
perils

Expansionary
monetary
policies

Superstorm Sandy

v
Limited number of new entrants

L

New reinsurers enter the market in response to these events No new entrants

Sources: Estimates by Guy Carpenter and AM Best
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Global Reinsurance Market Performance

Loss and Expense Ratios and Positive Loss Reserve Development
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Global Reinsurance Market Trends

Return on Equity
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Global Reinsurance Market Trends
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Global Reinsurance Market Capital

Estimate — Total Dedicated Reinsurance Capital (USD billions)
571

519
482 96

90

432 436

420
400 400

368

2013 2014 2015 2016 2017 2018 2019 2020 2021

® Traditional ® Third-Party

Sources: Estimates by Guy Carpenter and AM Best
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Global Reinsurance Market Capital

127

2017 2018 2019 2020 2021 2022 2023E

mmm Capital Depletion Needed to Reach 10% @ 99.6 BCAR (USD billions) =@=Capital Utilization at 25%, 99.6% @ BCAR (%)
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Global Reinsurance Market Capital

Estimate — Total Dedicated Reinsurance Capital (USD Billions)

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023E
mmm Third-Party Capital = Fixed Income Equity * == Traditional Capital Less Excess Capital
Excess Capital (Over 10% BCAR) - Capital Utilization (At 25% BCAR)

Notes and Sources: Estimates by Guy Carpenter and AM Best
*For reinsurers that have ample cash liquidity to support their potential shock losses, the “fixed-income equity”
adjustment captures the amount of capital that AM Best anticipates will be recovered as bonds mature over time.
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Global Reinsurance — Looking Ahead

%iew @)

Mid-year renewals: Continued underwriting discipline expected

Non-catastrophe lines: Growth focused on specialty lines;
concerns about development of casualty books

Economic and political backdrop increasingly uncertain

Incoming capital: Is there a class of 202x?

Innovation and relevance in a more complex risk
environment where insurability may be challenged
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Current Trends in the ILS Market
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Broad ILS Performance in 2023

« 2023 was a great year for the ILS market

« Returns achieved by virtue of $100 billion insured losses retained by insurers due
to higher attachments, avoidance of secondary perils

* ILS market capacity up by about 4% to $100 billion, but overall ILS market
capacity stagnant since 2018
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Reinsurance Capacity in 2023

Estimate for Total Dedicated Reinsurance Capital
(USD Billions)

40
35

600 18% of Reins. Capital
30
25

550 100

89 '

- 87 * Market has not grown much
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« 5-year CAGR from 2013 to
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Some Prominent Withdrawals from the ILS Market

Year Estimated Amt. Comment
Markel Catco ILS Fund 2019 ~$3b In Runoff Since 2019
Abu Dhabi
Investment Authority Abu Dhabi Wealth Fund 2023 >$2b Full Exit

Pennsylvania Public
School Employee Pension Fund 2021 ~$800mm Full Exit

Retirement System

PIMCO Investment Management 2023 ~$774mm Full Exit
Temasek Singapore Wealth Fund 2021 ~$500mm Full Exit
Future Fund Australian Wealth Fund 2023 ~$300mm - ~$500mm Partial Exit?
Sussex Diversified Bermuda Coll. Reinsurance 2023 ~$300mm Partial Exit?
Fund Platform
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ILS Managers (Top 10 $billions)

Jan-24 Jan-23 Jan-22 Comment
1 Fermat Capital Management 9.6 8.6 8.2 Ln:::j:gj:;; cat
2 Renaissance Re Capital Partners 7.0 6.2 5.6 z(-ll:f?l)iiaiz‘:eren Re * Clear decline in 2023 as a result of
Rey Hurricane lan
. . e)insurer
’ Nephila Capita o8 4 58 affiliated - Markel « Fermat, which invests heavily in cat
4 Aeolus Capital Management 5.5 3.3 3.3 Independent bonds, remains #1
5 LGT ILS Partners 5.1 6.1 7.6 Independent * Trapped Capltal conSIderany less this
year than last year
. (Re)insurer
6 Leadenhall Capital Partners 4.7 5.5 6.2 affiliated — MS&AD R 5 Of the 10 tOp Companies are afflllated
7 Schroder Investment Management 4.6 4.3 4.0 Independent with (re)lnsurers
8 Pillar Capital Management 4.4 3.1 3.0 g:f‘i’l)iia";‘;’f’nans Re
9 Elementum Advisors 3.9 3.7 4.3 Independent
(Re)insurer
10 SCOR Investment Partners 3.9 3.2 3.0 affiliated — Scor
Total 55.3 51.3 53.9

Source: Insurance Insider ILS
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ILS Capacity 2023

« ILS market capacity: $100B (GC/AM Best); 120
$103B (AON)

100

- Collateralized reinsurance: approximately 8o
$42-%$50 billion*
60
- Catastrophe bonds: $42 billion 40
20
- Sidecars: $5 - $7 billion*
0
o>

ILWs: approximately $5 - $7 billion*

Wl Cat Bonds W Sidecars mILW W Collateralized Reinsurance and Other

Source: SEC form ADVs, asset manager marketing materials and websites, company quarterly reports, Artemis and
Trading Risk / Aon Securities, LLC

* Ranges based on AM Best'’s conversations with ILS managers.

@;:flew @) review = Bsn'gé'w's



Cat Bond Issuance

144A Property Cat Bond Issuance by Quarter, 2017-2023

$14.9B
14,000
Bumper crop of
issuance in 2021 $12.58 _
12,000 maturing in ~2024 ¢4 oo « Record issuance of ~$15B
$10.3B 2,817
2 10,000 .
o ’ $9.1B 3713 $9.4B  The cat bond market has hit 3
T ’ peaks over the past 5 years
8,000
[m)]
a . :
6,000 * Issuance in 4Q hit a record
4,000 « 2024 projected to be a year
of high issuance
2,000
0
2017 2018 2019 2020 2021 2022 2023
=1Q =2Q 3Q =4Q

Source: Artemis, AM Best data and Research
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2023 Natural Cat Bonds by Sponsors

® Government-backed
® Japanese, European & Bermuda Primary Carriers, & Others

Large nationwide US primary insurers

H Retro
® Small to medium-sized US domestic insurers

Source: Artemis
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Issuers remain diverse

$2B of the ~$15B were sponsored by
completely new issuers

Returning past issuers after a hiatus
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Notable Catastrophe Bonds in 2023

Sponsor Issuance Size (USD MM)

Ursa Re Ltd. (Series 2023-1)
(Series 2023-2) (Series 2023-3)

== and Sutter Re Ltd. (Series et Alle]n [SRUEEE
2023-1)
t .
VKB King Max Re DAC 2023 175 1+ domestic

German issuer

High Point Re Ltd. (Series

Selective Insurance Company 2023-1) 325 First time issuer
The Hartford Foundation Ri'v Ltd. 20231 200 Hiatus since 2011
Beazley ALSIER 2] (C L 100 Lloyd’s vehicle

Bridge 2 PCC Ltd.)

Source: Artemis
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Reasons for Spike in Cat Bond Issuance

Demand Side Supply Side

* (Re)insurers seeking to shore up * Appetite for more remote risks
their balance sheets after cat losses : : S
: : « Loss multiples increased significantly
and inflation

from 2021 to 2023
» Also seeking diversity of reinsurance

capital, so the ILS market is the
perfect source

* High maturities in 2023 helped record
Issuance

: . : « Stellar overall performance
» Finally, seeking multi-year coverage
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More Remote Risks

Weighted 2021 2022

Average

Spread 5.88% 7.67% 8.50%
Expected Loss 2.34% 2.22% 1.92%

Increase in attachment points is reflected in movement
of expected loss of cat bonds from 2.34% to 1.92%
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Loss Multiples — Annual

Loss Multiple = Spread to Expected Loss, 2014-2023
10

3.00 o 293
2 51
2 43 529
2.13

2014 2015 2016 2017 2016 2019 2020 2021 2022 2023

Spread, Expected Loss (%)
L T N S N S O & 1 = . L I =

s \Vultiple we Spread® (%) Loss™ (%)

* Spread and expected loss are dollar-weighted.

Sources: Artemis, AM Best data and Research

5.0
4.5
4.0
3.5
3.0
2.5
2.0
1.5
1.0
0.5
0.0

a|dnnp sso7

Loss multiples represent risk-
adjusted spread

Loss multiples have not been
this high since around 2011-
2012
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Loss Multiples — Semi-Annual

ILS — Cat Bond Loss Multiple, 1TH14-2H23

6.4—\
6 54 5.0
4.6\ \ 5'\1
5
\ 4.0 3.0 3.3
e 4 o L 30 2 23 o7 20 |29 28 3.5
° . \
E— 3 \ I /2l7 2.5 2.12.12.2 22/ / l 24 /
E / / / / 1.8/ /
: /
S
1
0

Sources: Artemis, AM Best data and Research

Reinsurance peak in 1H 2023:
Loss multiples ballooned to
5.10 in 1H 2023. Pricing peak
probably in 1Q 2023 (5.5).

Increased cat bond capital in
2H 2023 led to reduction in
multiple

2H 2023 loss multiple still
notably higher than other
points in last ten years

Loss Multiples

1H23 5.10
2H23 3.52
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Stellar Overall Performance

Annual Returns, 2017-2023

25
20 19.7
» Swiss Re Index and Eurekahedge
15 Index surpass previous records set
in 2007 (15.43% and 13.22%,
10 respectively).
X
4.4 >-8 4.9
5 28 3.5
0.5 u m 10-Year Return
0
- 1n Swiss Re Cat 5 90/
5 30 2.2-2.2 Bond Index e
-5.6 Eureka ILS
. 2.1%
10 Advisers Index
2017 2018 2019 2020 2021 2022 2023
m Swiss Re Global Cat Bond Index m Eurekahedge ILS Advisers Index




Retro Market Rebound

e XOL retro market skewed to the ILS market — 70% to 80% of a $15B-$20B
market

« Capacity was constrained on 1/23 — prices accelerated and retentions increased,
aggregate contracts unavailable

« 1/24: Capacity loosened but market remains hard on lower layers and aggregate
contracts, but higher layer pricing has come down
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Hot Topic: Cyber Cat Bonds

Face Amount (USD $mm) Sponsor Issue Date Maturity
East L Re VII
ast Lane ke
, 150 Chubb 12/28/2023 3/31/2026
Ltd. (Series 2024-1) .
% Matterh Re Ltd
c aticrnomm ive e 50 SwissRe  12/28/2023 1/8/2026
[*] (Series 2023-1)
o0
< PoleStar Re Ltd
3 . ' 140 Beazl 12/20/2023 1/7/2026
s (Series 2024-1) eaziey
Long Walk TG
Reinsurance Ltd. 75 Capital 11/28/2023 1/30/2026
(Series 2024-1)
rey
@5 Total: 415
s E Cairney | 1/1/2023 1/8/2024
a8 Cairney I 81.5 Beazley 5/1/2023 1/8/2024
o Cairney llI 9/1/2023 1/8/2024

Four 144A bonds
totaling $415mm issued
in 2023

Movement from private
placement to 144A
issuance significant

Some bonds
were upsized due
to demand

Matterhorn uses a
cyber index — triggers
at $9b of US cyber
event; spread of 12%
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Hot Topic: Cyber Cat Bonds

» All modeled by CyberCube

Balance Loss Multiples except for PoleStar Re,
($mm) (4Q 2023) modeled by RMS
AL 4,840 3.37 i isk i
Natural Cat Bonds Issuers ’ ) * Considerable ris pre_m'um
to get the market to digest
— the bonds
East Lane Re VIl Ltd. (Series 2024-1) Chubb 150 6.67
Z
Swi @
Matterhorn Re Ltd. (Series 2023-1) "éf’s 50 6.97 =
c
—
PoleStar Re Ltd. (Series 2024-1) Beazley 140 10.32 CIDI
~
(o))
Long Walk Reinsurance Ltd. (Series AXIS 75 4.95
2024-1) Capital |
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View of the Overall ILS Market Going Forward

* Peak has already been hit

 Years of elevated cat losses, climate change, inflation — all have hurt investors
» Higher interest rate produced more attractive easier to understand alternatives
« Supply is sure to increase — higher retained earnings that need to be deployed

« Question: Source of new capital? Family offices or hedge funds vs. pension funds
and sovereign wealth funds coming back
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Q&A
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© AM Best Company, Inc. (AMB) and/or its licensors and affiliates. All rights reserved. ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY
COPYRIGHT LAW AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER
TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH
PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT AMB’s PRIOR
WRITTEN CONSENT. All information contained herein is obtained by AMB from sources believed by it to be accurate and reliable. AMB does not audit or
otherwise independently verify the accuracy or reliability of information received or otherwise used and therefore all information contained herein is provided
“‘AS IS” without warranty of any kind. Under no circumstances shall AMB have any liability to any person or entity for (a) any loss or damage in whole or in
part caused by, resulting from, or relating to, any error (negligent or otherwise) or other circumstance or contingency within or outside the control of AMB or
any of its directors, officers, employees or agents in connection with the procurement, collection, compilation, analysis, interpretation, communication,
publication or delivery of any such information, or (b) any direct, indirect, special, consequential, compensatory or incidental damages whatsoever (including
without limitation, lost profits), even if AMB is advised in advance of the possibility of such damages, resulting from the use of or inability to use, any such
information. The credit ratings, financial reporting analysis, projections, and other observations, if any, constituting part of the information contained herein
are, and must be construed solely as, statements of opinion and not statements of fact or recommendations to purchase, sell or hold any securities,
insurance policies, contracts or any other financial obligations, nor does it address the suitability of any particular financial obligation for a specific purpose or
purchaser. Credit risk is the risk that an entity may not meet its contractual, financial obligations as they come due. Credit ratings do not address any other
risk, including but not limited to, liquidity risk, market value risk or price volatility of rated securities. AMB is not an investment advisor and does not offer
consulting or advisory services, nor does the company or its rating analysts offer any form of structuring or financial advice. NO WARRANTY, EXPRESS OR
IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY
SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY AMB IN ANY FORM OR MANNER WHATSOEVER. Each credit rating
or other opinion must be weighed solely as one factor in any investment or purchasing decision made by or on behalf of any user of the information contained
herein, and each such user must accordingly make its own study and evaluation of each security or other financial obligation and of each issuer and
guarantor of, and each provider of credit support for, each security or other financial obligation that it may consider purchasing, holding or selling.
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